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Ottawa, Ontario, 
February 15, 1950, 


MORNING SESSION 


C, E. JEFFERSON, recalled: 


EXAMINATION BY MR, CARSON, continued: 


THE CHATRMAN: Very well, Mr. Carson. 

MR. CARSON: Q. Before we continue with 
horizontal percentage increases, you discussed Exhibit 
165 yesterday, which would show the comparison of the 
Canadian Pacific Railway Prairie and Pacific region 
revenue per ton mile on grain and grain products, and 
so on, and gave data with respect to the Great 
Northern and the Northern Pacific, Dr. Innis asked 
you, I think, if you had similar information split up 
as between the Prairie and Pacific regions and for the 
Eastern region particularly? 

As es, “din, 

Q@. There has been prepared a statement showing 
that data? 

A. Yes, sir. I have a statement to show it. 

MR. CARSON: That will be Exhibit 170. 
Canadian Pacific Railway- 
Statement showing Com- 


: parison of Canadian 
: Pacific Railway Revenue 


EXHIBIT No. 170: Filed by 


Mr, Carson 


per Ton Mile on Grain and 
: Grain Products with All 
Traffic - Year 1948 and 
January to November, 1949. 
THE CHAIRMAN: How would you describe this 
Exhibit 1707 
MR. CARSON: Exhibit 170 is a statement: 
"Showing Comparison of Canadian Pacific 
Railway Revenue per Ton Mile on Grain and Grain 
Products with All Traffic - Year 1948 and Jenuary 
to November, 1949." 


In the case of those two periods, the revenue per ton 
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mile for the Prairie and Pacific regions is compared 
with the revenue per ton mile for the Eestern region. 


MR, CARSON: Q. Is that right? 
Ae  Yers jt retin 


Q. Would you like to explain Exhibit 170 to 
Dr. Innis in your own way? 

A. Well, under the heading of the year 1948, the 
revenue per ton mile is shown for the Prairie and 
Pacific regions, and for the Eastern region separately, 
for erainvendserain, products, for sii treffic, and for 
all traffic except grain and gv»ain products, 

Q. Exhibit 165, yesterday, gave the figures for 
the Prairie and Pacific regions alone? 

Au That ie. right. 

Q. Yes. 

A. It will be seen that the ton mile earnings in 
the three groups, those of the Eastern region are higher 
than for the Prairie and Pacific regions. 

Then we show similar information for the 
months of January to November, 1949, because the 
December figures are not available. 

It will be seen that while the ton mile 
earnings of the three groups -- those for the Prairie 
and Pacific regions are higher in 1949 than in 1948, 
while those for the Eastern region are higher for 1949 
than for 1948, and that the increases in the Eastern 
region are much more pronounced than in the Prairie 
and Pacific regions, 

For example, on grain and grain products, 
the Prairie and Pacific Region ton mile earnings 


increased from 0.55 to 0.56 cents; while in the 


Eastern region, the increase was from 0,62 cents to 


0.73 cents. 
MR. CARSON: Wes that the information you 
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wanted, Dr. Innis? 

COMMISSIONER iNNIS: Yes, thank you, 

COMMISSIONER INNIS: Q. TI was wondering 
whether the increase in the spread, for example, between 
Kastern regions and the Prairie and Pacific regions on 
grain and grain products as compared with traffic other 
than grain products -- I notice it is very marked. Is 
there any explanation for it? 

A. On the grain and grain products the reason for 
the much greater increase in the Eastern region than 
the Prairie and Pacific regions is due, first, to the 
fact that no increase occurred on the rates on grain 
and grain products within Western Canada in October, 
1949, or, for that matter, in April, 1948, which applies 
to the earlier months of 1949, because we did not have 
the increase until -- 

Q. I was more concerned about the marked increase 
than the rates on all traffic. 

A. In Eastern Canada, the increases applied to 
the grain and grain products not only for domestic 
movements, but also, at the same time, as the inter- 
national rates were increased, because at ameast 
grain rates were increased on two occasions in 1949, 

With respect to all traffic except grain 
and grain products, the larger increase in the East 
as compared to the West could be attributed to the 
larger amount of international and overhead traffic 
in Eastern Canada than in Western Canada, Where there 
were two increases in 1949, one in January 1949, and 
the other one, I think, was effective in September 1949. 
MR. CARSON: Q. Would the increase in 
competitive rates be a factor in that, as well? 


A. The increase in competitive rates in the. East 


* 
? 


4 


to 4. 


. 


aga 
’ 
53 
= 


i 


Se 


“~ 
i 


f 
iS 


- 15324 - Mr. Jefferson, in ch 


would also be a factor, because they were increased 

15 per cent, effective che 15th of September, 1948; 
and for the first eight and one-half months of 1949 
there would be a larger increase on those movements in 
the East than in the West. 

COMMISSIONER INNIS: Q. If you subtract 
55 cents from $1.31, that would leave 66 cents; and if 
you subtract 62 cents from $1.57, that leaves 95 cents. 
This is 1948? 

A. Yes, sir; but the 55 subtracted from $1.31 
leaves 76. 

Q. And the other is 95, is it not? 

Pee NS et Ts 

Q. Can you explain this difference in the way in 
which you have done? 

cee GS 4 SN. 

MR. CARSON: Q. So that we may have a 
reference on today's record where it was discussed 
yesterday, it was at page 15241. 

A. That difference is not 76 cents, Dr. Innis, 
it is 0.76. Of course, it is mills, not cents. 

COMMISSIONER INNIS: I see. 

MR. CARSON: Q. And the other figure would 
be 0.95? 

B36 LES; SLT. 

COMMISSIONER INNIS: It is a very material 
difference. 

‘THE WITNESS: I beg your pardon? 

COMMISSIONER INNIS: Q. It is quite material, 
quite a material difference? 

Ave \Yoayasirs 
MR. CARSON: @. Then, may we return to the 


subject we were discussing at the adjournment 
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yesterday afternoon, fnd that was the subject of 
horizontal increases, 

THE CHAIRMAN: What was that? 

MR. CARSON: Mr, Jefferson had commenced to 
read at page 55 of Part II of the Canadian Pacific sub- 
mission and he had got down to the end of the first para- 
graph on page 56. 

MR. CARSON: Q. Would you please continue 
from there, Mr, Jefferson? 

A.wotYes.. 

"Before dealing with the principle involved, 
it may be pointed out that the practice of the 
Interstate Commerce Commission in this respect is 
not necessarily an authority to be applied with any 
confidence in this country because of the very 
different conditions in the United States. The 
principal distinction between conditions here and 
those in the United States lies in the fact that 
the United States railroads themselves are largely 
responsible for the practice of establishing 
exceptions to percentage increases based upon 4 
maximum number of cents per hundred pounds. This, 
it is submitted, may largely be attributable to 
the fact that in the United States there are 4 
very large number of small railway systems whose 
interest lies in maintaining industries already 
located on their lines or in inducing new 
industries to locate there in preference to 
locating un the lines of other railways closer to 
the principal market. In Canada, however, there 
are relatively few railroads and therefore the 
competition, so far as it relates to their geo- 


graphical location, is not of the same importance 
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to the railway systems as in the United States. 

Whatever may be the reason for the practice of the 

United States railroads, the fact remains that most 

of the applications in the general increase cases 

contain these exceptions. One can quite readily 
realize shat the Interstate Commerce Commission in 
these circumstances might feel that the practice 
should not lightly be disturbed." 

Q. Have you any further observations to rales on 
that subject, of the United States practice compared 
with our practice? 

A. It has been stated before this Commission that 
the Board of Transport Commissioners have granted per- 
centage increases for freight rates without maximums, 
but as in the United States, the Interstate Commerce 
Commission have prescribed maximum increases which may 
be made, 

This Commission has been asked to recommend 
that our Board follow the practice of the Interstate 
Commerc® Commission. 

Q. Now, Mr. Jefferson, there h@és been a great 
deal said here by way of comparison between the practice 
before our Board -- 

THE CHAIRMAN: What did Mr. Jefferson read 
from? 

MR. CARSON: He was reading from his notes. 

I was just going to ask him to develop this ~-about 
what has been said in these proceedings by way of the 
comparison of the practice before our Board and that 
before the Interstate Commerce Commission, in the way 
of exceptions to these horizontal increases. 

MR. CARSON: Q. As far as the other Com- 


mission is concerned, what kind of exceptions are made 
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in these cases in the United States? 

A, Our own Board as well as the Interstate Commerce 
Commission have, on occasions, made exceptions by way of 
granting flat increases in cents per hundred pounds, or 
per ton, on certain commodities. 

Other exceptions have been made by way of 
applying percentage increases with @ maximum increase 
in cents per hundred pounds or per ton. 

Q. In the recent cases before the Interstate Com- 
merce Commission, what has been the practice? 

A. In Ex Parte 123 in 1938 there were relatively 
few exceptions made by the Interstate Commerce Commission. 
And in the case of a vast majority of commodities, flat 
percentage increases were applied. 

Q. Yes? 

A, This was also true in Ex Perte 168. 

THE CHAIRMAN: Would you tell us where that 
Ex Parte 123 is reported? 

MR. CARSON: Q. Have you got the reference 
to that case in the Interstate Commerce Commission 
Reports? 

Aw 7x Parte 1237 

Q. Yes. 


A. We have it here. I can get you a reference to 


it. 

MR. EVANS: Yes, I have a note from the other 
day. Is it 248 I.C.C. Reports? 

COMMISSIONER INNIS: These were the cases 
which were discussed the other day? 

MR. EVANS: Yes; they are all the same cases, 

THE WITNESS: Ex Parte 123 is reported at 


226 1.C.C., page 41. 
MR. CARSON: @Q. Yes. You said that in 


ae ‘ adihevane edo 22 ttew Be ‘ceil pw a0 a : 


get gg eoitqsoxe ohamt .amnivecse m0 saema nesneamae a 


no gabnerog perheant cag edmee mi coneetors tait ontimoms 


oN | ‘,eebtibomioe ataiites Or.,c109 POE 


: ogee gd oben seed evar anc ivceonke tgs O hag 


: 4 as 8 ns 
. we ty : fr * = te eye ig | > > ( & 
: : Leaee wis nee egyens - by en ee ee ea SAS AST Cee poe fie LST . ene weaeled mi 


(not. sag vO ebavoy Desbaurt soq adaee nt 


‘ 4 
i = ae ) ' a> j 
ee . 7“ ' te eh - oO ai OP a 
: Pe eae ae ib ap iO gees. eee Pepe ey aeayl: <a é Ee 7% ¥ 
7 iy neo ; ee ef ¢ Tod rea ety any BE Lec Bees A! saad > 7 ie 6 oe > vi sty ie q 
so . > ee e 
; , eel 
re ; Pit yeu ae < 
ei A es Ps ee nf y, he ee g PEL Pee AS | 
a Cgotenasg aff moa sad caw nc tee feaot SOC 1h), 
a ~ A 7 i ae HN u 
iG P - . ee “40 a vi 
4 r - Meas ia . os ak a at “a J i 
- 8 *fevttafes ovew etteds: Geel ri fet efret af G1. ah with 
“tee Vesey ao Se a Fite A ‘ Tt AM a) 
a f an 


or ‘ ss - 7 a ~ oe ae he 
ebeifade etew aceseTors , oye nested 


i pu 
i cat a F 2 henry ART) | MeRPe: ae 
i tert effatiw gm: lied soe Sleow Se A LARS ane st ‘; ts 
7 if Ay) 
find g 
ay , ; ae es © mer a } 
: ‘hattoqe: etciSi pi tetas yulal Obd 
(wie 
Pie tr 
é a We ew dng a eT j si nF net he 
a SUiiTe Lani; tae we ee bs % aH a ey. : ghee i 
] te 
f 
f ' 3 F r re ae eee [e wt ne gy F itt od? } ay ie 
HP LES TARO ao Temwo g Ghavien Seed we } TIS se a on 
| 
, i it) hat 
‘etiogen i 
: : rat vy 
rus i 
: ire ih 
wee aa ncty Ter 
y ee . ar 34 . . aN i? 
j 7 (ve a 
Fd : t 
: ny gay aJ ; fh 
I ld 


Sonate toy 


afd Ber) afGg 6 svar {— .@sY  22RAVe «AM 


Tatennen .0. 0,0 88S 32 


HOLAE THUIO “ae 


ageeeas oft. 


Stew oyoad? 


:aTaar 


*, 


aude ehh “ete 
? apne Agee eft [is ea cged¢ :e0eF Pave fie 


ge Besos its wt £9 etee xz :PREEIW BHT 


a Malik 2 ees 208, 
eer, a 


oh-el! 


HH 


——— = ee 


~ 15328 - Mr. Jefferson, in ch 


that proceeding, in the case of a vast majority of 
commodities, there was a flat percentage increase? 
Bee Yes, sir. 

THE CHAIRMAN: Pardon me a moment. I under= 
stand from what you said on page 56, that in the United 
States, where you have one principal market with a 
number of railways competing for the business to carry 
to that market, you have action on the part of the 
railways themselves which provides these favourable rates 
to industries in order to keep their tariffs going on 
that particular line of railway. 

That, I think, is the origin of this practice 
in the United States. 

In addition to that, have there been cases 
before the Interstate Commerce Commission wherein the 
railways opposed the fixing of that sort of rate, and 
the ccendition is granted to them, notwithstanding? 

Isn't that what you are dealing with now? 

THE WITNESS: Yes, sir. I cannot give you the 

number of instances where ths railroads opposed; but I 


can give you the instances -- 


(Page 15336 follows) 
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THE CHAIRMAN: But you have just referred 
to two cases. 

A. Yes, Lvamegoing to develop: four cases. 

Q. Where the Commission did fix this kind 
of rate? | 

Brow eS 3 

Q. Was that something that the Commission 
imposed on the railways despite opposition, or was 
it a matter of agreement, or what was it? 

A. In some instances the railroads Suggested 
maxima, and the Commission granted them in that 
manner, or modified the maximum. .In other instances 
the railroads asked for a Straight percentage 
increase. 

Q. Straight percentage increase? 

A. Percentage increase. 

Q. That is, horizontal increase? 

A. Well, that is the same thing, horizontal 
increase, and the Interstate Commerce Commission 
set a maximum. 

Q. Yes, I see. At whose request? 

A. I would assume at the request of the 
Shippers during the proceedings. 

Q. Of the industries affected? 

A. Yes, sir. Iam going. to develop that a 
little later here. 

MR. CARSON: 9. You said that this was 
also true in Ex parte 168, that is, where flat 
percentage increases were applied, and when was that 
decision rendered, Ex parte 168? 


A. That was rendered in August 1949. 
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Q. And have you got the referenge there to 
the reports? 
THE CHAIRMAN: 19499 
MR. CARSON: Yes, my lord. 
THE WITNESS: Yes, sir. The final decision 
in Ex parte 168 in August 1949, was 276 I.C.C. 9. 
MR. CARSON: Q. Now, are you going on to 
mention two ocher cases? 
A. In Ex parte 162, in 1947, and in Ex parte 
166 41n 1948, the decisions of the Interstate Commerce 
Commission contained a large number of exceptions. 
Q. Have you got the reports of those deeisions 
conveniently at hand? 
A. Yes, sir. Now, the final decision in 
ioierte ALGe.” 1s 266 T6503 537. 
Q. Yes. 
Ay. And the final decision in Ex parte 166 is 
a4 OVO. “O93: 
Q. 


u 


Now, Mr. Jefferson, to:what do you attri- 
bute the practice followed in the United States 
with respect to these exceptions? 

A. There is a very different situation in the 
United States from that existing in Canada. I 
say this because in the United States there are a 
large number of separate railway companies on 
whose lines are located, for example, producing 
areas. These producing areas are competing in a 
common market. It is therefore in the interests 
of the railways tributary to the producing areas 
to carry as much traffic to the common market as 


Can be obtained. In the result there is a tendency 
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on the part of the railways to attempt to bring 
about exceptions to flat horizontal percentage 
increases in order to promote their own traffic in 
competition with railways serving competing producing 
areas. 

Q. Can you give the Commission an example of 
that, Mr. Jefferson? 

Ay ) Well, sn. example I might give is in the 
case of fresh fruit and vegetables where large 
producing areas shipping to northern markets such 
as New York and Chicago, situated in Florida, Texas 
and in California; in each of those areas there are 
different railway companies serving each area. These 
are competing not only with each other but are 
competing with traffic going to the common market 
with the other producing areas served by quite 
different railway companies. It is therefore in the 
interests of these railway companies to avoid 
percentage increases where possible. 

Q. How have the large . majority of these ex- 
ceptions originated? 

A. In the vast majority of cases exceptions 
have originated with the railways themselves and 
the exceptions are set out in the application. It 
does not follow that the Interstate Commerce Commission 
grants the exceptions in the terms in which they 
are applied for. 

Q. Now, have you an example of that? 


Yee. “sir, in the case of iron and steel 


products. 
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THE CHAIRMAN: Iron and steel? 

A. Iron and steel products, yes, sir. ‘The 
railways applied in Ex parte 162 - - 

MR. CARSON: Q. That is the 1947 case? 

A. Yes, sir, for an increase of 25% with a 
maximum of 80¢ a ton or 4¢ per hundred pounds. 

@. Yes, and why was that maximum applied for 
by the railways? 

A. That maximum was applied for principally 
because the New York Central and the Pennsylvania 
interests ii gale to see the steel industry retained 
in the Pittsburgh/. ‘They felt that they had to 
encourage the steel industry to remain in the 
Pie eabindh Yeand that unless they provided such 
encouragement there would be some danger of 
decentralization of that industry. 

Q. And what happened in that case? 

A. The Interstate Commerce Commission rejected 
the application of the railways and increased the 
maximum to 10¢ per hundred pounds or two dollars 
Der Don « 

Q. That is, the railways applied for a maximum 
of 4¢ per hundred pounds, but the Interstate Commerce 
Commission increased that maximum to 10¢ per 
hundred pounds? 

B.ie Yeasesair.. Imight say =. - 

THE CHAIRMAN; Would you explain to us 
why the Commission did that? That is, it would appear 
from what I have heard so far that the railways 
wanted to give a lower rate and the Commission said 


"no". Who opposed the granting of this lower rate? 
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A. Of the lower - well, the opposition would 

come from the steel company in the competing - - 
THE CHAIRMAN: In other areas? 

A. I might explain there ,\because at the time 
I was familiar with it, that it was the maximum 
Suggested by the railroads in the Pittsburgh area; 
was brought about due“to the fact that they didn't 
want to see the rate on iron and steel products 
in the Pittsburgh district to New York increased 
by a much greater amount than from the steel 
producing area in the Bethlehem, Pennsylvania, 
district. For that reason the New York Central 

increase 
and the Pennsylvania suggested a maximum/to 80¢ 
a ton, but the Commission thought the 80¢ a ton 
maximum was too low, and they made it two dollars. 
I would assume that they may have had two reasons 
POP chalking. «1+, increasing the maximum. One was, that 
they did not consider it was sufficiently high, and 
the other was that it would place an added burden 
on other traffic. 

Q. Well, that is, the Commission considered 
that it would give an unfair advantage in the Pitts- 
burgh field, is that it? 

hs” Yeu wisi ry "and 1t would plate an added burden 
on other traffic to yield the amount of increased 
revenue necessary. 

Q. Have we a sample of any Similar proceedings 


in Canada ever having occurred? 
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A. Taking steel, for instance, iron and steel 
commodities, we did have en epplication in the 30 per 
cent Case from the Algoma Steel Corporetion where they 
wanted the increase from Sault Ste. Merie held to a 
certain maximum because they were competing in the 
Western Ontario market with steel produced in the 
Hamilton area, 

Q. Nearer the market? 

A. Nearer the market. Now, the Commission did not 
adhere to the views of the Algoma Steel Corporation 
in the 30 per cent Case, or the 21 per cent Case as we 
eatd 1t,--i-restiyedon!t know” just why they did not, but 
there are a number of reesons why the railways would 
think that they could both stend a percentage increase. 

Q. It looks to me this way, ond you tell me if I 
am wrong. In the United States they have certain lines 
of railways which cerry traffic from Pittsburgh, say, 
to the market endeavouring to lower: their rates and the 


"No, you must not do that because 


Commission say: 
there ere other sreas producing the same products on 
other lines of railway and if we give you this lower 
rate, it will put those other areas and those other 
railways in en unfair position." Is that so? 
A. Yes, that would be so. 

MR. CARSON: And in this present case, I do 
not know whether you mentioned to the Commission that the 
Saskatchewon coal producers in the 21 per cent Case 
objected to 8 maximum. 
| THE CHAIRMAN: Thet has been before us too. 

MR. CARSON: Yes. 

THE WITNESS: The Seskatchewan coel operators 


objected to a flat increase . on coal. 
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Q. To a flet increase? 

AS Yes, they wanted s percentage increase. 

THE CHAIRMAN: They said, it gave the Alberta 
producers an advantage over them in getting to Winnipeg. 
But the difference is in this Saskatchewan case that it 
is not a question of competing railways; it is competing 
industries only? 

A. Competing ereas, 

MR. CARSON: Then, I om reminded of the New 
Brunswick objection? 

AY Yes, I think the coel producers in the Minto 
area objected to the flat increase on coal. 

Q. Now, have you made any snalysis of the recent 
Judgments of the Interstate Commerce Commission to see 
how far these exceptions origineted with the railways? 

A. Yes, sir, we made en analysis of the Decisions 
of the Interstate Commerce Commission to which I have 
referred, that is Ex Parte 123, 162, 166 and 168 ana 
anelyzed the instances, first the instances where the 
maximum applied for by the railroads was granted by the 
Interstate Commerce Commission; secondly, the instances 
Where the maximum applied for by the railroads and the 
Interstate Commerce Commission increased the maximum; 
thirdly, instances where maximums were applied for by 
the railroads and the Interstate Commerce Commission 
reduced the maximums and in the fourth instance where 
the railroads applied for flat percentage increeses 
without maximum and the Interstate Commerce Commission 
Set 9 maximum. 

Now, you cannot snalyze those cases by individual 
commodities because -- take lumber and lumber articles, 
now lumber articles there would be a great number -- 

THE CHAIRMAN: I have teken it for granted that 


you have given us 211 these cases? 
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A. Leave, mot. oO. sin. 

Q. I mean cases which would exemplify whet you 
say? 

MR. CARSON: You are giving cases now which 
will exemplify this point you have been making? 

Ka PCa ta Lent .. Ih analyzing it we took the 
number of items in the tariffs authorizing the general 
increases in rates and the tariffs are on file with the 
Board of Transport Commissioners and the tariffs bear 
the same numbers as the Ex Parte cases. In the case of 
Ex Parte 123 -- 

Q. That is the 1938 Case? 

A. Yes -- there were only four instances, or four 
items, where the increases granted were subjected to any 
maximum increase, In the Ex Parte 162 Case there were 


115 instances .and in the Ex Parte -- 


Q. Out of how many, Mr. Jefferson? 

A. Out of how many what? 

Q. Out of how many instances? You say there 
were 115 -- out of how many items? 

As Well, I am giving the items but, of course, the 
items are not there for the commodities where the percentage 
increase applied without maximum but that would be in 
the thousands. 

Q. I did not assume you could give the exact count -- 
Just an approximation. 

A. It would be all the items in the classification, 
and I do not know -- it may run 7,000 -- 10,000; it would 
be 9 very large number of items. 

Q. And that would be true when you spoke of four 


items in 1938? 
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A. Quite right, yes, sir. 
Q. I am sorry to have interrupted you. Then you 
were going on to the next one? 


A. Now, in Ex Parte 166 -- 


Oy, That ts arigh3. case? 

A. Yes -- there were 140 items. 

Q. Agsin, out of several thousands? 

we Yes isis, end, in Bk Parte 168 -- 

Q. That is a 1949 Case? 

A. Yes, -- there were only seven items. 


COMMISSIONER ANGUS: Does the number of items 
appear to vary with the percentage of increase? That is, 
ere there more items if it is a big percentage increase 
than if it is a small one? 

A. Yes, sir, that I think is true, because the 
percentage increases in Ex Parte 123 and Ex Parte 168 
was less then the percentage increase in the 162 and 
the 166 Cases. 

MR. CARSON: Now, I was going to ask you if 
you had anything more to say as to whether the situation 
in the States differs from that obtaining in Canada? 

A. Well, there are only really two railway systems 
in Canada; the other railways sre relatively smell. 

In the result, therefore, very few large producing ereas 
ere tributary to only one of two systems. There is, 
therefore, not the same incentive for the railways to 
make these exceptions as there is in the United States. 

Q. Now., what conclusion do you as a traffic 
officer derizve from these facts? 

A. In my opinion the exceptions in the United 
States catnnot be said to have arisen because of the objection 


to horigontal increases as such but principally to railway 
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and market competition as between different producing 
areas served by different railways interested in common 
markets, 

Now, we might draw the Commission's attention 
to two paragraphs on Page 65 of the Judgment of the 
Board of Transport Commissioners in the 21 per cent Case. 
In that Judgment the Commission said: "Strong exception 
was taken by the respondents --" 

MR. SMITH: I wonder if you would give me that 
reference? 

MR. CARSON: Page 65 of the 21 per cent Judgment. 

THE CHAIRMAN: Does Page 65 set out that Case? 

MR. CARSON: He is drawing the Commission's 
attention to the view of our Board in tle 21 per cent Case, 
my lord. When the Judgment says: "Strong exception 
was taken by the respondents", the provinces were the 
well known respondents in that Case? 

te Yeo, Sir: 

"Strong exception was taken by the respondents 
to the granting of a straight percentage increese 
in freight rates. But, as I view the matter, 
this is the only workable and practical method 
of dealing with the question in order to provide 
the additionel revenue required by the Reilwoays. 

There were submissions thet if increased 
rates were authorized there should be varying 
percentages of increase, the lowest percentage 
of increase being made on long hauls and the 
highest percentage of increase on short hauls; 

It was also suggested that maximum increases 
Should be provided in order to avoid a very 
large increase upon reletively high retes 
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markets. One difficulty with respect to the 

adoption of a varying or maximum increases is 

apparent, nemely, the lack of reliable traffic 

Statistics from which to determine the sdditional 

revenue which would accrue from flat or maximum 

increases on particuler commodities. Further, 

there is not on the record anything to enable 

any determination concerning the commodities 

and sections of the country and even the 

individual retes which could best beer the 

burden of an increase." 

COMMISSIONER ANGUS: Were specific commodties 

before the Board st that time? Had there been requests 
related to specific commodities, or was there merely 


a general proposition under discussion? 


A. Well, in the 21 per cent Case there were 3 
few cases presented to the Commission where the 
Shippers felt that in granting 2 horizontal increase 
it should be subject to some maximum increase. TI know 
there was on iron and steel from the Algoma Steel 
Corporation at the Ssult. I am not sure whether the 
lumber people on the coast suggested = maximum increase 
OPanous “Tey didinop,.-no. 

Q. But, the arguments, I gather, were general 
in character and went beyond the commodities specificaliy 
mentioned? 

MR. CARSON: I would think so. 

MR. EVANS: Thset is epperent from the Board's 
Judgment. I think the Board in its Judgment makes 
that quite clear. They set up 9 Table to say what 
the differentials in existence were and said these 


were competitive rate relationships. 
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COMMISSIONER ANGUS: Well, hss thet contrast 
between a general proposition and specific cases any 
counterpart in the American Decision? 

MR. EVANS: I do not think there is. I 
think the propositionson which these applied were pretty 
well established in the United States, and I cannot 
recall having ever read any case in which the competitive 
relationship is established or Sought to be established 
merely because of a differential in rate due to 
distance. I think there sre always these market com- 
petition factors plus the railways themselves trying 


to keep their traffic. 


(Page 15350 follows) 
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MR. CARSON: The next paragraph Mr. Jefferson 
is going to read throws a little light on what was 
before the.,. Board, the general proposition. 

COMMISSIONER ANGUS: Perhaps I might give the 
purpose of my question. As I understand it this 
Commission have been asked to make some recommendation 
with regard to these limits to increases in general 
related to the large number of items which are not 
specified, and the American decisions appear to relate 
entirely to specific items that have been argued each 
on its own merits. 

MR. CARSON: Yes. This Commission will remem- 
ber that in P.C. 1487 the Board itself was asked to study 
this question, and that was referred to again in the 
later order in council in the review, P.c. 4678. at 
should like, if the Commission will permit, to have Mr. 
Jefferson read this next paragraph so as to complete the 
way the matter was dealt with in the 21 per cent case. 

MR. FRAWLEY: I suppose I should say when one 
looks at order in council P.C.1487 one does not find any 
specific direction to study the matter of horizontal 
increases.It 1s ageneral direction that they should 
examine the rate structure with a view to the establish- 
ment of a fair and reasonable rate structure which will, 
under substantially similar circumstances and conditions, 
be equal in its application to all persons and localities 
so as to permit the freest possible interchange of 
commodities between the various provinces and territories 
of Canada. Then the Privy Council in its judgment on 
our appeal from the 21 per cent judgment -- that is 
Pic. 67Gi0-=didrsay this: 

"The committee observe that one of the 


representations made by the petitioning governments 
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is that a horizontal or flat percentage increase of 
21 per cent in all freight rates disregards and 
accentuates existing disparities in the freight 
rate structure" -- 
and one may repeat that the committee observes -- 
"that this had already been the Subject of a 
direction to the Board as set out in order in 
counes.1 (PGs 14387 of April 8th, 1948 .<- 
which I have just read -- 
"in which the Board was directed to make a 
thorough investigation of the rates structure." 
Then they simply continun with the same words as are 
used in P.C.,1487. 
THE CHAIRMAN: That is with a view to the 
establishment of a fair and reasonable rate structure. 
MR. FRAWLEY: Which will give substantially 
Similar circumstances and conditions, and so on. I am 
only saying there is no specific direction to the Board 
to examine this matter of horizontal percentage increases. 
THE CHAIRMAN: There is certainly nothing pre- 
venting it, and there is a rather strong intimation they 
would have to. 
MR. FRAWLEY: Oh, I would go that far. I am 
Simply saying there is no specific direction, and in our 
submission this Commission is perfectly free and authorized 
to examine into the matter and to make recommendations. 
MR. CARSON: It is quite apparent from the 
paragraph Mr. Frawley read from P. C. 4678 when it is 
construed that this is the meaning, the complaint of the 
petitioning governments with respect to horizontal and 
flat percentage increases, and this has already been the 
subject of a direction to the Board. 
THE CHAIRMAN: There seems to be that. The 
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Board must bring about a rate structure which will be 
equal in its application to all provinces and localities, 
and I think there is enough said there about horizontal 
rates to imply that if this horizontal increase practice 
interferes with that equality it is to be modified. Is 
that not right? 

MR. CARSON: Yes. Then there is something else 
that throws light on it in the recent judgment. 

THE CHAIRMAN: That is, they have made complaints 
about the horizontal system or method of increases, and 
the government says, "All right; we will ask the Board to 
produce a structure which will be equal to all localities 
and all persons", and so on. 

MR. CARSON: Investigate the complaint. 

THE CHAIRMAN: So impliedly if you consider 
these horizontal increases militate against that fairness 
and equality then you should go to the Board and show it. 

MR. CARSON: Further light is thrown on this 
very same subject by the September judgment of the majority. 
As your lordship will see on page 11 -- that is the 8 per 
cent interim increase -- it says this under the caption, 
"Horizontal Increases". 

"As in the hearings prior to the decision in 
the 21 per cent case so in the hearing of this 
application, the respondents have vigorously 
contended against the principle of horizontal 
increases. At this time the Board" -- 

that is last September -- 
"is not in a position to give a final deter- 
mination in respect to this contention because 
this matter is already the subject of a direc- 
tion to this Board set out in order in council 


P.C. 1487 of April 7, 1948, in which order in 
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council the Board was directed to make a 

thorough investigation of the rates structure" -- 
and then it goes on to describethat order in council. 
Evidently the Board is interpreting P.C.1487 as requiring 
it to do that very thing. 

THE CHAIRMAN: Yes. In any case the Board 
to-day has full power to decide whether increases shall 
be horizontal or otherwise, and nothing in this order in 
council interferes with that discretion. 

MR. CARSON: No. Indeed in the brief of the 
Maritime Board of Trade at page 75 they say: 

"The powers of the Board of Transport Com- 

missioners to prescribe exceptional measures 
to proposed horizontal percentage increases are 
practically identical to thos of the Interstate 
Commerce Commission." 
Those powers are recognized. I do not think anyone can 
challenge the question of power. 

THE CHAIRMAN: We shall find out later on, of 
course, when the time comes to argue how far those who 
are opposed to the horizontal increases desire legislation 
CO” go ‘Concerning that. Mr. Frawley, for instance. 

MR. CARSON: Yes. One would rather hope that 
we might get these proposed amendments a bit in advance 
of the argument so that we could see what they are 
proposing. Perhaps Mr. Frawley will give his attention 
Gov TAS, 

THE CHAIRMAN: It would be desirable. 

MR. CARSON: I was trying to get Mr. Jefferson 
to read the third paragraph on that page. 

THE CHAIRMAN: The third paragraph on what page? 

MR. CARSON: On page 65, so that he would complete 


the 21 per cent judgment. It is very short. 
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THE WITNESS: "While there are a number of 
individual cases where discrimination in rates 

is alleged to exist and it may be that some of 

these require special and separate consideration, 

on another occasion. But they do not seem to 

be so outstanding as to paguire separate treat- 

ment in a case of this nature.” 

MR. CARSON: 4. Then reference is made to the 
mountain differential? 

A. fos, 610, 

Q. Now, I take it that paragraph does not rule out 
the principle of exceptions where they are justified by 
complaints of the shippers? 

A. No, sin, We have had cases during the years 
where there has been a flat incfease of a percentage 
increase with a maximum in Canada, but not for the same 
reason as in the United States. 

THE CHAIRMAN: Q. ‘re you referring now to 
actions taken by the Board or by the railways themselves? 

A. Action taken by the Board, but the principal 
objection to horizontal increases in the 21 per cent 
hearings was from the provinces, and they were largely of 
a general character. 


Q. You say of a general character? 


re Yes, sir, objecting to the principle, not speolfic. 


MR. CARSON: But with many illustrations given. 
THE CHAIRMAN: Q. That is, they did not have 
reference to particular items? 
Oe No, sir. 
MR. FRAWLEY: That is hardly correct. 
MR. CARSON: I said there were many illustrations. 
MR, FRAWLEY: We referred to the basic commodi- 


ties and we referred to the long hauls. We did not leave 
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it entirely to a matter of generality, that there was 
something wrong with the principle. We instanced cases 
where we thought the principle should not apply. 

MR. CARSON: You as a province, but no particular 
Shipper lodged any complaint. 

MR. FRAWLEY: That may be. 

MR. CARSON: A little louder; I should like to 
get that on the record. 

MR. FRAWLEY: Well now, Mr. Carson, let me settle 
ne Fo Fortunately it is all written down. Every word we 
said; ceach tof. uss in thé el per cent case is all written 
down. Perhaps we should gather them all and file them 
as exhibits and then we would not need to whisper at all. 

MR. CARSON: Q. Now then, Mr. Jefferson, would 
you please read the first three complete paragraphs at 
page 57, continuing from where you stopped a little while 
ago? 

A. "One can readily see that flat percentage 
increases applied to rates in circumstances in 
which a general increase in wholesale prices did 
not also take place might produce disturbances in 
relationships. However, in view of the general 
increase in wholesale prices, the allegations 
made to your Commission and to the Board of 
Transport Commissioners are in present circum- 
stances unsound because they do not take such 
price increases into account. 

"In following the argument it should be 

remembered that the rise in the general price 
level has been the moving factor in compelling 
rate increases, certainly since 1946 and practi- 


cally since 1914. 


"The argument proceeds, therefore, from a 
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'normal' situation in which rates are in balance 
with other prices and with the needs of the 
railways. This situation is disturbed by 
changes originating in prices and not in railway 
charges. In order to see this force clearly, 

it is assumed that the efficiency of the railway 

industry keeps in step with that of the community 

as a whole." 

Ge Now then, the brief gives certain tables at 
the bottom of page 57 and over on page 58. Have you 
any comment to make on those tables, Mr. Jefferson? 

A. Yes; Sir. Following the tables on pages 57 
and 58 I should like to say that the manufacturer who 
produces far from the market is no worse under example E 
than under example A. 

Q. Yes? 

A. Under the intermediate examples, B, C and D, 
the manufacturer who produces far from the market is 
better off than he was under example A. If the manu- 
facturer who produces far from the market can do so 
under example A, he can continue to do so under example E 
and does not need his position bettered as would be 
obtained under examples B, C and D were a different 
system of increases applied. 

Q. What is your opinion as to the effect of 
horizontal percentage increases on rate relationships? 

A. It is my view that the only proper way to 
maintain competitive rate relationships is by horizontal 
or flat percentage increases. I say this because a 
manufacturer who, because of his location, must absorb 
4 cents in freight rates on an article selling in the 
common market at $1 should be able to absorb at least 6¢ 


if the price of his article goes up to $1.50. 
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Q. Yes? 

A. In the case of a maximum increase, the 
limitation on the amount of increase gives the more 
distant producer an actual advantage, always assuming 
the price of his commodity has increased by more than 
the increase in freight rates. 

It has sometimes been put that any increase, 
other than a percentage increase, deprives a producing 
area closer to the market of the benefit of its geo- 
graphic location. 

COMMISSIONER INNIS: Q. Does this assume 
that the market is always the same, no matter what 
the price? 

A. Do these tables, you mean? 

Q@. Yes. Suppose you double the price? 

A. Yes, sir, 

Q. Would you assume that the same amount of com- 
modities would be disposed of at that price as at a 
half price? | 

A. At a higher price? 

Q. Yes. 

A, Yes, 

Q. Do you think that is a reasonable assumption? 
A I do not know that the volume would be reduced. 
There would be just the same amount of goods consumed, 

Q. But if you still have double the price, there 
is generally an assumption that the volume would fall 
air. 

A, Not unless there is something else substituted 


for it. However, if the price of the substituted 
commodity goes up as well, then there is no difference. 
Q. Yes, but it puts the thing too sharply. 


There would be very few cases in which @ doubling of 


the price would not mean, at least in some cases, 4 
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very sharp falling off of the demand, and, on the other 
hand, in some cases very little, 

COMMISSIONER ANGUS: Assuming that all the 
prices have doubled? 

COMMISSIONER INNIS: Q. Can you assume that? 

A. I think that is what happens, 

Q. In your analysis of prices on page 57, have 
you made any attempt to differentiate between prices 
in Eastern Canada, prices in Western Canada, prices in 
Central Cenada, and prices in the Maritimes? Do you 
think there is any difference in the changes in price 
levels in those regions? 

A. No, sir, I think that prices all over the 
country have gone up pretty much in like manner, 

Q. But you have not made any study of them? 

re, ~'No",” siz, 

COMMISSIONER ANGUS: Q. You do make an 
admission that if circumstances were such that a 
general increase in wholesale prices did not take 
place, then there might be disturbances? 

A. Yes, sir, that is quite right. 

MR. CARSON: Q. I notice that on pages 61 
and 62 of this Part II of the submission reference is 
made to the objection of the Saskatchewan coal 
operators to the application of a flat increase in 
cents per ton instead of a percentage increase. Have 


you any comment to make on that? 


A. Yes, sir. This complaint of the Saskatchewan 
coal operators, and also the complaint of the Province 
of New Brunswick, reflecting the views of the coal 
industry there, point UP the very objection I have 
in mind to the substituting by increases in cents 
per hundred pounds or per ton for percentage increases. 
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Seskatchewan coal operators were giving evidence before 
this Commission at Regina, the submission made by 

Mr. Lord at page 832 states that the flat increase of 
25 cents per ton in the freight rates on coal recently 
granted not only disregards, but absolutely violates 
the principle that any producing or trading centre was 
entitled to the advantage of its geographical location 
and its proximity to markets. 

Q. Is there anything further you want to say on 
this subject? 

A. It is my view that when increasing freight 
rates to meet revenue needs or requirements of the 
railways, the only fair way of applying such increase 
is to treat all localities and commodities alike. 

To do otherwise would mean that the burden 
of the increase would be unfairly distributed. 

If exceptions or limitations are applied, 
which naturally are always less than the general increase 
granted, it simply means that the rates on commodities 
other than those on which no exceptions or limitations 
are prescribed, must make up the deficiency to enable 
the railways to obtain the necessary increase in 
revenue. 

If exceptions to general increases are made 
on one or more commodities, it only leads to demand 
for similar treatment of other commodities. And the 
commodities on which exceptions have been granted are, 
by reason thereof, paying a larger share of the 
transportation burden. 

COMMISSIONER INNIS: Have you any complaint 
from shippers in Central Canada? Most of the 
illustrations seem to come from Saskatchewan, or 


British Columbia, or perhaps the Maritimes? 
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A, The only one I know of in Central Cenada was 
that of the Algoma Steel Corporation, which I mentioned. 
Q. That again would be closely related to the 
Maritime situation, because the Dominion Iron and Steel 
would be as vigorous in their position, if not more so, 

than Algoma? 

A, That is right. And the Dominion Iron and 
Steel and Coal Corporation did file a submission before 
this Commission; yes, sir, 

Q@. I wonder how that indicates that perhaps the 
problem is not serious for the central provinces, and 
it does have an element of seriousness for provinces 
or regions in which the longer haul is particularly 
serious? 

A. From a producing point of view, the Ontario 
and Quebec industries would not be affected in the same 
way &8s industries elsewhere, if the market for the goods 
was in Ontario and Quebec. | 

On the other hand, if the producer of the 
goods in provinces outside of Ontario and Quebec could 
market his products in Ontario and Quebec before the 
increase -=- and as we have said, if the prices have 
increased by the same percentage, or more than by the 
freight rates, then the producer outside of Ontario and 
Quebec could certainly reach Ontario and Quebec markets, 
or, at least, we think he can. 

Q. I would be suspicious from a study of the 
rrice structure, let us say in the Maritimes and in 
British Columbia and in the Prairie regions, that it 
would be cor.sideratly different from that in Central 
Canada, where such a great number of commodities are 
involved, and where manufactured products are very much 


more important, and the difference in the tariff would 
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be much more important. 

A, Ave you speaking from the point of view of the 
producer or the consumer? 

Q. From both. I am speaking of the problem of the 
economy as a whole. I think what you say is perfectly 
proper, but it is a hypothetical case. It does not break 
it down into a consideration of the actual changes in 
prices, or the actual structure of prices as between the 
different regions, 

A. I have not personally made a study of the prices. 

Qi. EB emsorny. 

As. Yess “sar \ 

COMMISSIONER ANGUS: Q. There is something else 
which comes into this which is very much allied to what 
Dr. Innis has just said. 

In the evidence before us, a great many people 
seem to think that the pric 4 ve are getting today may 
fall very sharply, that we are in an exposed position, 
and that the prices are not long tern prices, They are 
afraid of the rates becoming fixed in relation to the 
prices of today, which would become unfair rates in 
relation, let us say, to prices of tomorrow. 

Would these proposals allow for any modification 
to meet that type of situation? Suppose there is 4 fall 
in prices? 

A, I would think that in the main, as freight 
rates have gone up such a small amount percentagewise, 
there could be @ considerable drop in commodity prices, 
without affecting the freight rates. 

MR, EVANS: Might I suggest that perhaps the 
thing is this: that if railway rates could have been 
put up more promptly, and more closely related to the 


{ncreases in price, you would have had a very different 
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situation in that respect. 

We are so slow in getting our rates up, 
they fear that we have passed the crest, and that 
there may be something in the future which will prevent 
them, That may be one of the difficulties of the 
regulatory process we are under. 

We have always pointed out to them that when 
prices do drop and reflect themselves, the Board always 
acts on its own initiative, to see if we are earning 
more money than we should earn, 

COMMISSIONER ANGUS: That raises a very 
interesting question which is: Does the speed with 
which these changes in the rate level occur correspond 
to changes in the market situation? 

MR, EVANS: Yes, 

COMMISSIONER ANGUS: In the course of these 
proceedings, there has been a@ recommendation which 
would lead to the expediting of proceedings before 
the Board, so that many questions which take up a 
good deal of: time in arguing could be more promptly 
disposed of, 

MR. EVANS: I am afraid that any view I 
might express to you on that might be taken to be 
partisan. 

COMMISSI®NER ANGUS: I was not arguing so 
much by way of forecasting, as I was expressing 
concern as to the nature of the evidence on the 
question of speeding up, 

MR, EVANS: I know of none. I think there 
ought to be some means, but I think it is probably 
an administrative problem for the Board, 

If the Board narrows the issues down a bit 


and steps up the procedure, I think a good deal could 
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be done, 

We hope they will settle the principle, when 
our friends have exhausted their challenges in other 
places, and we will have an accepted basis of treatment. 

COMMISSIONER INNIS: Do you think that this 
problem of maxima would disappear, if the Board could 
deal with cases more expeditiously? 

MR. EVANS: The problem of maxima is not one 
of really serious importance. 

COMMISSIONER INNIS: I thought you said it 
was linked up with shis delay. , ; 

MR, EVANS: I thought Dr. Angus thought this 
problem was: that the public feared that because 
prices were now high they might drop; and I said that 
perhaps this fear was engendered by the fear that the 
railway rates would drop more slowly than the prices. 

COMMISSIONER INNIS: You would not care to 
speak about maxima? 

JR. EVANS: I have very definite views on it. 

COMMISSIONER INNIS: Would you go ag far as 
the American railroads seem to have gone, in actually 
taking the initiative? 

MR, EVANS: Is not the answer to this that: 
in the first place, be it rightly or wrongly, we are 
of the view that under the circumstances in which we 
now are, this bugbear of horizontal increases is, 
perhaps, overdone? 

That is our view. And if the railway take 
the initiative, I suppose it must make a selection of 
industries where it thinks the initiative should be 
‘taken; and it does seem to me that the idea of taking 
the initiative arises from the complaints before the 


Interstate Commerce Commission which, on their face, 


wer — ay Sor i. . 
~ - a tag ae via ae = amy 
m, Any Mae eri ie ap ey 
5 - u =i -4 we 
y Sy i 4 = oc = a 
&s 2 - Sant = » - 
t . a eA 3 sie mad 
> = hs - : a4 
nab Mt one % ea 
a \ . es £ = "i rey 
s Pe a : a z en 
- ae Ss. a 
. Lat =] 
3 ick ‘ : east ny 
a ee roe wa oy 
at : fe ‘ “ 
aget - s Pe - 2, Me <s 
ot abil fuck = at i a 
Je Ase : : "ie 
* c . r } $5 
. al. 
. - - ‘ag J oft 
as ~ ri 
mt ~~! ‘ 
} : 7 tine! 3 
; ani ; is ; 
. é 3 A 
_ Me B bia . 4 
ens . ae Ae 
‘ et re 
10 os * ies | 
hoe an > i: 
oF = i ry 
‘ = Fa = ct Ver 
“, B 2 és 
Pry fr ~ So 
ref y) - me 4 os 
- - os 
a hy A 4 % 
BA =. 
SS : Eve - sed to 
. 3 4 a ase ae aed 
ath Sa x : a ae an 
an hie ie f - : 
oa a te ue = saa . 5 4 
r ge . k — fe ae 
ten ~ * : 
sage 3 ae “ a £ 
ys x ts £3 z Y + "3 * 
. sd = a Z - 
: ae es : a 5 * 
r = ye aaa i r ( 7 - a 
a be : ms ang = 2 ‘ E 
me ’ ene . 
aed aot 5 bes “isd : 
ot R a - : P = : 
> = ba ‘g os ae anal ae 
~ - ‘ - Fat tL, 
es ‘he ‘sid cae’) 50 4 Sanit - + g 
‘ahs i % - a 
r na : aa " = 5 
r am a“ Bye “ Sei 
6 S ~ aad 2 nt e 
ro — ail e nth as -- 
ie = "A - i . 
aie # He = se ~- > 
ba —_ re - Fa - 
i * < ni ; 
= ie) 5 2 -2 i : fs a J 
; = het a4, 4 : ze 
oA - 
at = an 
i Ly Be 


- 15364 - Mr, Jefferson, in ch 


gave evidence of having some basis; and with the greater 
practice they have had down there, I would expect that 
the shippers, in presenting their objections to per- 
centage increases based on past relationships, would 
heave had something in the past to which they could 
point, and would then suggest to the railways that they 
must look at them. 

But where you have a completely blanket 
challenge of horizontal percentage increases with, so- 
called, undefined long haul, and you have a claim that 
the rate relationshi; is established merely because 
two rates differ in cents per hundred pounds and 
cause & disadvantage, then for the railways to be 
asked to take the initiative in those circumstances, 

I submit, is to ask them to do the impossible. 

Id) not think any railway, no matter how 
well disposed, could be diplomatic enough to approach 
the right industries first without bringing down a 
deluge from all the other industries. 

For every person who claims a percentage 
on account of his longer haul, you will find another 
one Or more who will come in and complain because of 
any such percentage increase, because the man closer 
to the market is going to come in and say that you, 
by &@pplying mexima, have taken away his geographical 
advantage, 

The only two cases where, in our decisions, 
there have been flat increases, have been challenged 
On exactly that ground; the Saskatchewan coal 
Operators and the New Brunswick coal operators, who 
are competing with Nova Scotia. 

You cannot overlook the fact that once you make a 
move of general application in one direction, you then 


call in another group, now silent, who will have directly 
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contrary views on the other question. 

MR. FRAWLEY: There will be an opportunity of 
discussing this matter more fully. But my friend has 
forgotten entirely in dealing with this matter of 
horizontal percentage increases the person who pays the 
freight bill, namely, the consumer. 

The Canadian Pacific Railway establishes a case 


to the Railway Board that it needs so many million dollars, 


Let us reduce it to one dollar. 

Now, is it right or fair that I, since I live 
in Edmonton, must contribute two and one-half times to 
that need more than a man who lives in Toronto? 

I have to bring my canned goods from, let us 
say, Aylmer, Ontario, a distance of 2,000 miles; but the 
man who lives in Belleville, let us say, only has to 
bring them 200 miles. That means that I must put my 
hand in my pocket two or three times more than the man 
in Belleville. We are asking for relief from the burden 
of the freight rates. 

THE CHAIRMAN: Are you going so far as to ask 
for a pooling? 

MR. FRAWLEY: No. I do not say that, 

THE CHAIRMAN: You would expect to pay more? 

MR. FRAWLEY: We would expect to pay more, 
but we are now paying -- it is up to an astronomical 
amount -- what we have to pay for 100 pounds of canned 
goods to get them to Edmonton. 

They may need more money. It doesn't matter 
where it comes from, but I submit it is disproportionate 
for the people who have to pay it. Take this man who 
now pays $2.60 to move 100 pounds of canned goods to 
Edmonton, while it only costs 40 cents to move them to 


Belleville. The man in Edmowton has to contribute on 
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a percentage of his $2.60, It is a vicious and wicked 
thing essentially. 

I think that is an element which has been 
totally disregarded, because they have all the shippers! 
relationships, the producers! relationships, and the 
manufacturers! relationships. I am thinking of where 
it ultimately all comes from, namely, the consumers! 
pocket. I say it is wrong to ask the consumer in 
Alberta to contribute three or four times as compared to 
what the consumer in Ontario contributes, 

MR. EVANS: Mr. Frawley puts horizontal 
increases on the consumer. He is unfortunate in his 
selection of canned goods, because they produce canned 
goods in Western Canada, and particularly in Mr.Frawley's 
province. 

MR. BARRY: Oh, it is the principle which is 


involved. 
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THE CHAIRMAN: But in all these cases, 
very numerous cases, before the Interstate Commerce 
Commission, have consumers ever appeared and been 
heard and consideration given to their views? 

MR. FRAWLEY:: The Secretary of Agriculture - 

THE CHAIRMAN: I beg your pardon? 

MR. FRAWLEY: The Secretary of Agriculture 
appears there, and it seems to me, just from deduc- 


Lion, that ne de there..- - 


THE CHAIRMAN: No, I am talking of con- 
sumers. | 

MR. FRAWLEY: Yes, but I was just saying 
that so far as I know the Secretary of Agriculture 
represents the people of the United States, as it were. 

THE CHAIRMAN: I don't know. He represents 
the agricultural interests who are producers. 

MR. FRAWLEY: One would have to analyze 
these cases. There is a vast number of people 
appearing. There are five or six bodies - - 

THE CHAIRMAN: We have had quite a number 
of them come to us here, and it is always a case of 
railways and industrial producers. 

MR. FRAWLEY: Yes, shippers. 

THE CHAIRMAN: Or agricultural producers. 
Nobody ever submitted to us a case where the consumers 
appeared before the Commission and asked for something 
to be done or something not to be done. At least 
I don't remember any such case. 

MR. FRAWLEY: I have heard nothing from 
Mr. Jefferson in justifying the horizontal percentage 


increase, that it is too bad for the consumer? 
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MR. COVERT: My lord, I was going to suggest 
that the position of the consumer mired be a great 
deal different in different localities. I suppose 
that is perhaps one of the reasons that they are not 
represented as a class. 

MR. FRAWLEY: That is one ¢ the reasons 
why Ontario and Quebee are not before this Commission 
or before the Transport Board. 

THE CHAIRMAN: There we have the satisfied 
consumer. 

MR. FRAWLEY: There they are the satisfied 
consumer. We are certainly the dissatisfied con- 
sumer. 

MR. EVANS: I don't want it to be said - - 

THE CHAIRMAN: With the vast range of 
questions in the United States I thought that 
possibly there would be some guidance there to be 
found for us. It may not be though. Mr. Frawley 
now says he is representing the consumers in his 
provimee. I would like to know if there is any 
precedent: for consumers! cases being considered and 
disposed of. 

MR. EVANS: This is the first time I have 
had the idea that the case against the horizontal 
increase is put from the consumers standpoint and 
not from the producer's standpoint. I merely wanted 
to ask my friend, Mr. Frawley, if that is the way he 
is putting his case, because it seems to me to be 
quite a different matter in approaching the question 
of horizontal increase from the standpoint of con- 


Sumers, because there you have got market relationships 


involved. 
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The principle on which they apply that in the 
States is market competition of producers and railways 
competing for the traffic from different areas to a 
common market. Now then, any question there involves 
the consumer position as regards a horizontal increase, 
and if that is my friend's point I just wanted to 
know it; but I don't want this Commission to take 
from that that I have no regard for the consumer's 
interests in the increasing of rates . That is a 
very differmt matter, but the method of increasing 
rates does not seem to me to involve this. question 
of consumers if you are talking of horizontal increases. 

MR. FRAWLEY: Of course it does. It 
makes me pay three times. 

MR. SMITH: If I might suggest, the Price 
Stabilizer in the United States appeared in nearly 
all these hearings. 

THE CHAIRMAN: The Price what? 

MR. BARRY: The Office of Price Admini- 
stration. 

THE CHAIRMAN: Price Stabilization? 

MR. BARRY: The: 0.P,A., Office of Price 
Administration appeared in the I.C.C. cases. 

THE CHAIRMAN: Do they appear in these 
cases? 

MR. SMITH: Yes. 

THE CHAIRMAN: What happens? Can you give 
me a case in which they did appear and said something? 

MR.-SMITH: He did. 

THE CHAIRMAN: Well, if we could get an 


instance, Mr. Carson, where this price committee,or 
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whatever it is, appeared and said something, had its 
representations considered, it would help. 

MR. FRAWLEY: You see, we have to study 
these cases from some distance. The Canadian Pacific 
Railway are in these cases before the. TG a ee 
they should be able to tell the Commission all about 
who appears and what interest they represent, because 
they operate American lines. 

THE CHAIRMAN: Perhaps if we adjourn for 


a few minutes. 
- - - SHORT RECESS 
- - - ON RESUMING:- 


MR. FRAWLEY: Mr. Chairman, Mr. Evans 
has indicated an interest in whether I am opposed 
to the horizontal percentage increase on behalf of 
the consumers of Alberta or on behalf of the shippers 
and producers and processors of Alberta. I may say 
at once that I am opposed to the horizontal percentage 
increase both on behalf of the consumer for the 
reasons which I have just enunciated and which I will 
not repeat, and on behalf of the producers. I will 
give you just one brief example of that, and that is 
all I want to say. 

There are canning factories in the southern part 
of Alberta at Taber, Magrath and Lethbridge. They ae 
now shipping or trying to ship to the Pacific coast, 
to Vancouver. The figures that existed at one time 
(and I can use these figures although now they have 
become greater ) were, canned goods from Ontario to 


Vancouver, .96¢; canned goods from Magrath, Alberta, 
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to Vancouver, I think, are $1.16 or somewhere between 
that and $1.20. That was the situation. Nevertheless 
the Alberta canner was trying to get into the 
Vancouver market against that kind of competition, 
and to what extent he really succeeded and what his 
volume was I am not prepared to say. There is some 
financial need established and there is an increase. 
The man in Ontario pays 96¢ plus 21 percent. The 

man in Magrath pays $1.16 or $1.18 plus 21 percent. 

I say if he was finding it difficult to compete 
against Ontario then, well, the greater increase 

that he would have to pay because of the application 
of the horizontal percentage increase would just 
about put him out of the market, completely and 
successfully. So I am in an equivocal position, in 
that I represent the consumers because they pay 
freight, and I represent those producers who find it 
difficult to maintain market relationships. So that 
is the situation. 

MR. EVANS: May I ask Mr. Frawley, whether 
he thinks that the flat maximum on the percentage 
increase on the eastern producers! rate to the 
Pacific coast would help them? 

THE CHAIRMAN: Do you think it would, Mr. 
Frawley? 

MR. FRAWLEY: Yes, I think that as far as I 
am do'fieerried 7 have to buy a large portion of my 
cannésd goods in Ontario, then I say - - 

MR. EVANS: On behalf of the producers. 

MR. FRAWLEY: That the high rate I pay,that is, 
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percentage increases. As a receiver of canned goods 
I am a consumer; as a producer of canned goods I am 
concerned with getting markets and maintaining certain 
tenuous market differentials which are badly dis- 
torted by the borizontal percentage increase. That 
is my position. 

MR. EVANS: He has not answered my question. 
My question was, would his canning industry in 
Alberta competing with the canning industry in 
eastern Canada to the Pacific coast be helped if 
instead of a percentage increase being applied to 
the long haul, a maximum of cents per hundred pounds 
was applied. Can he answer that? 

MR. FRAWLEY: The producer of canned 
goods in southern Alberta Shipping to the coast 
now has a heavy differential against him. If 4 
flat maximum increase were applied on the shipment 
to Vancouver now (we are away from Alberta) to 
Vancouver, that would probably assist the man in 


Taber trying to get out to Vancouver. 


(Page 15385 follows) 
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THE CHAIRMAN: But has anybody found what I 
have been looking for, any instances in the United States 
or perhaps even in Canada where the consumers as 
Such have appeared before the proper regulatory board 
and said: "We want such and such done" or "We don't 
want such and such done"? 

MR. FRAWLEY: Well, as I was Saying, when 
the Commission rose for the recess, that is something 
that would come out of the written reports or could come 
from a question before their group and I think thst could 
be done, 

THE CHAIRMAN: You do not know of any case? 

MR. FRAWLEY: At the moment, I am not able to 
acy, Bir. 

MR. SMITH: I have not seen any specific case 
but I have seen it mentioned thet some representative 
of a consumer Sroup, of a large number of individuals 
eppesred in certain cases. | 

MR, EVANS: Oh, they do; consumers unquestionably 
appear but not on this question of horizontal increases 
as far as I know. 

THE CHAIRMAN: Well, you say "consumers 
unquestionably appear". They must appear to get some 
freight rates lowered in some way? 

MR. EVANS: I have no doubt, sir, that some 
consumer organizations or groups have opposed increases, 

THE CHAIRMAN: Well, if you could find eny cases 
where they have appeored - - 

MR. EVANS: Well, I understood your lordship 
wanted cases -- 


THE CHAIRMAN: In order to understand whet the 
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MR. EVANS: I thought your lordship was 
interested in cases where consumer groups had appesred 
to object to horizontal increases? 

THE CHAIRMAN: Not only that, but if they 
appeered at all, and were heard as a consumer. 

COMMISSIONER ANGUS: I think the suggestion is 
that if they have appeared in some cases, it might be 
Significant if they have not appeared in the horizontal 
increase cases. 

MR. EVANS: I would be glad to look st the 
cases, 

THE CHAIRMAN: You say you know some cases? 

MR. EVANS: I do not know them, but I have no 
doubt that there sre lots of cases where consumer groups 
have appeared but I do not know o@& any where they have 
appeared on this question of horizontal increasee. 

THE CHAIRMAN: Well, even so, even if they 
have appeared on some other cases, I would like to know 
if you can find the cases without too much trouble. 

I think this might also be the time for me 
to raise another point that occurred to me this morning. 
It is this. As I understand our present railway 
legislation, the requirement of equality epplies slong 
the same line, that is to say, we have, for instance, 
the Canadian Pacific Railway going to Calgary. We 
have a hobit of locating all these things in Alberta. 

MR. FRAWLEY: That is the way it should be, 
Sir. 

THE CHAIRMAN: If the railweys lower a rate, 
Sey, in favour of some locality bringing their goods into 
the Calgary market, thut action might be set aside 
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locality on that same line. That is the Canadien rule, 
bare 4:67 

MR. EVANS: Yes. 

THE CHAIRMAN: But if the favour granted by tle 
Canadian Pacific militates sgainst sa locality on the 
Canadian National, well then, that is no ground for 
interference. visn't that right? 

THE WITNESS: That is right. 

THE CHAIRMAN: If I understood, Mr. Matheson's 
proposition, I think, was this, that in order to sllow 
the Intercolonial Railway to grant lower retes to certain 
localities, he would disassociate it from the rest of 
that system so that any lower rates granted to compete 
not with its own line but with other lines, should, 
whenréetore, themvalia; “That ibe rightyrian' bei? 

MR. EVANS: Yes. 

THE CHAIRMAN: I gather from the Decisions we 
have heard this morning that in the United States the 
Jurisdiction is different. For instance, in that 
Pittsburg Case, the low rates which the railways them- 
Selves on their own motion wished to institute in favour 
of the Pittsburgh industry into the northern markets 

they 
were set aside because / competed with other localities 
on other lines of railway. Isn't that so +- on other 
lines of railway? 

MR. EVANS: I cannot say exactly because I do 
not know this case. 

THE CHAIRMAN: That is how the case seemed 
to be explained to me. 

MR. EVANS: I do not think that is what 
Mr. Jefferson said. 

THE CHAIRMAN: The case is there. What is the 


case, Mr. Jefferson? 
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You see, if I understood the case Tighe. iv 
would appesr that the Commission in the United Stetes 
has @much wider scope and power in industrial questions, 
for instance, economic questions, than has our Board 
here et the present time. If it is so, that they could 
set aside a rate on one line of railway because it gives 
an industry located on that line an adventage over a 
Similar industry on another line, both looking for the 
Same market, well, that is s power which apparently our 
Board has not got. 

MR. EVANS: I would say that in the circumstances 
to which Mr. Jefferson referred, this Board would have 
the same power because the point was this. It was not 
a discrimination question; it was a question as to wheter 
8 railway by putting this low maximum on Steel, were 
not in effect showing unreasonable treatment, that they 
thought it wes unreasonable to put this low maximum on 
because it was giving an advantage to the more distant 
producer as compared to the one in Eastern Pennsylvania. 

THE CHAIRMAN: On another line of railway? 

MR. EVANS: Well, the Pennsylvania Railroad 
would serve both, I should think. 

THE CHAIRMAN: Was it not a matter between 
different railways? 

THE WITNESS: Well, I mentioned this 
morning the New York Central snd the Pennsylvenis. 

THE CHAIRMAN: Well, perhaps we had better 
go into it again. I am raising the point now because 
it might show more jurisdiction exziisting in the 
Interstate Commerce Commission tha.n exists here under 
our Act. Perhaps leter on we can have that, 

MR. EVANS: I think tha‘t could be only be 


based upon reasonableness and not: discrimination. 
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THE WITNESS: Theat is my point, yes, sir. 

THE CHAIRMAN: Well, then, I would like Counsel 
to bear in mind whet I have just said sbout American cases 
to clear up the point as to whether there is se difference 
in procedure in that respect between applications in 
Canada and those made in the Gnd ead States, 

MR. EVANS: I would like to offer my opinion 
for what it is worth right now. In the circumstances 
within which I understood the case to be put, our Board 
could have done exactly the same thing. 

MR, CARSON: Now, Mr. Jefferson, I was going to 
turn to another subject -- the equalization of rates, 
which is dealt with in Part II of the Canadian Pacific 
Submission, Pages 64 to 82. Before turning to those 
Pages in any detail would you care to make some general 
comment on this subject? 

oe It has been stated at the regional heerings 
end in the provincial briefs about the disparity in 
rates between Eastern and Western Canada, and there is 
no question but that this disparity has been greatly 
exaggerated. This is not by any means a new subject; 
equalization of the East-West rates has been deslt with 
in most of the major rate cases before the Board of 
Transport Commissioners for many years. It was dealt 
with extensively in the Western Rates Case in 1914, 
In fact, compleints made by the Winnipeg and Vancouver 
Boards of Trade alleging that excessive and discriminatory 
freight rates were being charged between points in 
Western Canada es compared with the rates in Eastern 
Canada brought about the Western Rates Case Inquiry. 

The Board, in its Judgment in the Western Rates 
Case in 1914, found that while discriminetion existed 


between east and west of Port Arthur, on the whole 
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it was not undue or unjust discrimination and that the 
lower basis in effect in the East was justified upon 
the basis of the water end rail competition. 

Q. Now, what has been done since that time, Mr. 
Jefferson, to bring about more of a pority ses between 
the East and the West? 

A. The Western rates were reduced as 3 result of 
the Western Retes Cases in 1914, Increases were made 
in Eastern rates as a result of the Eastern Rates Case 
in 1916, In the 15 per cent Case in 1917, the rates 
in the Pacific territory were increased 10 per cent, 
whereas rates in Prairie territory and Eastern Consda 
were increased 15 per cent. 

Q. Were they dealt with in the next case? 

1) In the 25 per cent Case in 1918, the rates 
in Eastern Canada were increased 25 per 
cent, whereas in Western Canadas, the 25 per cent increase 
Was applied generally to the rates in effect prior to 
the 15 per cent increase; in other words, the 15 
per cent increase was with few exceptions eliminated in 
the West. 

In the 40 per cent Case in 1920, rates in 
Eastern Canada were increased 40 per cent whereas rates 
in Western Canada were increased 35 per cent. The 
British Columbia Mountain Differential was eliminated 
on July lst, 1949. In the 21 per cent Case in April, 
1948, and the 8 per cent case in October, 1949, 
no increase was made in the rates on grain and grain 
products moving within Western Canada, whereas the 
rates on movements within Eastern Canada were 


increased by 21 and 8 per cent respectively. 
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Mr. Jefferson 


I think you have a Table and a Graph that you 


went to present to the Commission on this Subject? 


A. 


Q. 


should be marked, 


BAH EBLE INO, L712 


Q. 
A. 


BRHEBEP MNOS CLT 2 


Q. 


Yes, sir, 


It should be marked -- first I think the Table 


Filed by Mr. 
Carson 


(Con.) And the Graph will 
Ves, Sin. 


-—— eee ee 


Filtedebyi Mres as 
Carson : 


That will be Exhibit 171. 


Table Showing Increases 
and Reductions in Freight 
Rates in Ontsrio-Quebec 
Compered with Prairie 
Territory and Pacific 
Territory, September lst, 
1914 to November 1, 1949, 


be ixhibit P7a? 


Graph Showing Increases 
and Reductions in Freight 
Rates in Ontario-Quebec 
Compsred with Prairie 
Territory and Pacific 
Territory, September 1, 
1914 to November 1, 1949, 


Exhibit 171 is a Table entitled "Incresses ond 


Reductions in Freight Rates in Ontsrio-Quebec compsred 


with Paririe territory and Pacific territory, September 


1, 1914 to November 1, 1949" and Exhibit 172 is a 


entitled: 


Graph 


" Increases and Reductions in Freight Rates in 


Ontario-Quebec Compsred with Prairie Territory and Pacific 


Territory, September 1, 1914 to November 1, 1949". 


I think the Graph cerries out in graphic form what is 


Shown in the Table? 


Do you want to explain the Table first, Mr. 


As Yes, sir. 
Q. 
Jefferson? 
A. Yes, “Bir. 


The Table shown in Exhibit 171 


uses 3 rate effective as of September 1, 1941 of $1.00 


or; you might ‘eall it, 


ean index of 


100, in Onterio and 


Quebec, in Preirie Territory and Pacific Territory. 
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In Ontario and Quebec the manner in which the 
index has been increased from September 1, 1914 to 
October 11, 1949 is shown and the total increases 
from September 1, 1914 amount to $1.47 or 147 per cent. 

ahs That is, the Onterio and Quebec rate in 
September 1914 of $1.00 would now be $2.47 -- incressed 
by $1.472 

hu Yes). sir. Now, in the Prairie Territory the 
rate of $1,00 on September 1, 1914, by October 11, 1949, 
would be $1.97, or an increase of 97 cents or 97 per cent. 
On the Pacific Territory the rate of $1.00 in September, 
1914 became $1.51, on October 11, 1949, or sn increase 
during the period of 51 cents or 51 per cent and the 
authority for ell of the increases or reductions which 
Occurred during the period from September 1914 to 
October, 1949, is shown in the right hana column. 

Q. Now, is there anything in particular you want 
to say about the Graph, or does it speak pretty well 
for itself? 

A. The Graph speaks for itself as it merely 
portrays the information contained in Exhibit ifel 

Q. Now, you have explained to the Commission 
by reference to these Decisions sand to your Exhibits 
171 and 172, the manner in which the alleged disparity 
in the East-West class rates has been reduced since 
1914. Wheat is your opinion as to any alleged disperity 
in the commodity mileage rates in Western Ceneda 3s 
compared with Eastern Canada at the present time? 

A. There are a number of commodity mileage scales 
in Western Canade that are lower then in Eastern Canads, 
which moves a substantial amount of tonnage, for instance, 


Sand, gravel, crushed stone, building bricks, drain tiles, 
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pulpwood and certsin other commodities. There sre other 
commodity milesge scales in Western Canada that are higher 
then in Eastern Canads. The rotes on grain and grain 
products for movement within Western Canada are now some- 

what lower than those in Eastern Canada due to the 21 
per cent end 8 per cent increase not having been applied 
in the East, while they were applied in the East, 
Q. Now, do you see any objection to the equalization 
of rates as between the East and the West? 
B. No, sir, provided thst in the equalization the 
revenue position of the carriers is preserved. 
Q. Now, what have you been doing about equalization? 
hy We have been working up a pattern for equalized 
class rates and commodity mileage scales throughout 
Canada for consideration before the Board of Transport 
Commmissioners in the forthcoming general freight rates 
investigation, 
Q. Are you in a position to go into your proposed 
equalization pattern in detail? 
A. No, sir, but perhaps I should read from the 
first paragraph on Page 68 to the bottom of Page 65 
of Part II to make clear this Company's position. 
MR. FRAWLEY: Do you mind if I interrupt to 
be clear? Mr. Jefferson said he had no objection to 
equalization of class rates and commodity mileage scales. 
That is what he says? 

MR, CARSON: I asked him whether he hed ony 
objection to the equalizetion of rates as between the 
Eest end the West. 

MR. FRAWLEY: And the senswer was? 

MR. CARSON: He said, no, provided the 
revenue position of the carriers was maintsined. 

MR. FRAWLEY: When you say "equalized" in 


enswer to Mr. Carson's question, do you limit the 
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equalization? You have no objection to the equalization 
of class rates and commodity mileage scales? 
A. That is right, and I may say something even 
further than that before I get through. 
MR. CARSON: Now, you were going to commence 


reading at Page 68 of Part II? 
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A. "During the course of the hearings in the 21% 
case the railways pointed out that thatcase was primarily 
a revenue case and that they would welcome a general freight 
rates investigation into this and other questions relating 
to the rate structure after the conclusion of the hearings 
in the revenue case, 

On April 7th, 1948, the governor in council 
issued order in council ?.c. 1487, in which the Board was 
ordered to undertake such a general investigation. 

In July of 1948, when the railways filed an 
application with the Board of Transport Commissioners for 
a further increase in rates, the railways indicated that 
during the course of the general investigation undertaken 
by the Board pursuant to order in council Bante 1487 
they would have proposals to make with a view to 
equalizing rates between eastern and western Canada so 
far as that could feasibly be done, This was intended 
to provide an assurance to parties interested in rate 
increase cases that the railways were not only not ob- 
Jecting to a general investigation into such matters but 
were preparing to make proposals to bring about some 
measure of equalization. 

During the course of the hearings before your 
Commission and in many of the submissions made, the 
expressed intention of the railways to make proposals 
for equalization appears to have been ignored. In order 
to set at rest the complaints with respect to alleged 
disparity, which have been repeatedly made to your Com- 
mission, Canadian Pacific believes that while its studies 
in connection with its equalization proposals are not 
complete, some outline of the nature of these proposals 
might properly be given to your Commission. In this 


connection Canadian Pacific points out, as it has done at 
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Several stages of the hearings, that the detail of the 
method as well as the extent to which it can be carried out 
must depend upon the Study of data being obtained by the 
Board in connection with its waybill study. This data 
is not as yet fully available and the proposals accordingly 
cannot yet be crystallized. 

With these Qualifications, and having in mind 
the vital necessity of preserving the revenue of the 
railways, it can be said that the railways propose 
equalization of the standard class rates, the distributing 
class rates and the commodity mileage scales as between 
eastern and western Canada 

On the other hand the railways do not propose and 
do not believe it practicable or even desirable, to 
attempt equalization of Special commodity rates or com- 
petitive rates, In the case of certain Special commodity 
rates, some of the point to point rates are related to 
commodity mileage scales. Since these commodity mileage 
Scales are to be equalized they will, to that extent, tend 
te make possible the equalization of point to point 
commodity rates which are related to them, 

In approaching the question as to how far 
equalization can be carried out, Canadian Pacificdraws 
to the attention of your Commission the following matters 
which provide difficulty: - 

First, the Maritime Freight Rates Act will pro- 
bably require amendment if the equalization proposals 
are to be carried out. This is because in the equalized 
class rate scales, both the standard class rates and dis- 
tributing class rates will generally be somewhat higher 
than the eastern standard class and town tariff distributing 
rates. In the circumstances, therefore, equalization will 


generally speaking require some increase in these rates. 
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Under the Maritime Freight Rates Act it is probable that 
no increase in the rates subject to that Act can take 
place unless as a result of an increase in: the cost of 
operation of railways in Canada (see Section 3(2)(b) of 
the Maritime Freight Rates Act). 

Secondly, in another part of the submission made 
by Canadian Pacific it is made clear that the so-called 
Crows Nest Pass grain rates within western Cannda are 
not compensatory. No scheme of equalization would be 
trae equalization as between eastern Canada and western 
Canada unless in some way it took into account all 
advantages as well as disadvantages in both areas. The 
fact that the Crows Nest grain rates have not been 
under the jurisdiction of the Board of Transport Com- 
missioners but are fixed by statute at the level existing 
in 1899, makes it impossible without an amendment to 
The Railway Act to have these rates reach their proper 
level. In the result, therefore, the extent to which 
these rates are below what would be just and reasonable 
is a measure of disparity in favour of western Canada 
as against eastern Canada. 

Equalization would not be true equalization 
unless “he so-called Crows Nest Pass grain rates were 
allowed to find their proper level under the jurisdiction 
of the Board of (Transport Commissioners, 

Thirdly, there are two cases where the rate 
level is affected in western Canada by so-called "assumed 
mileages," that is to say, assumed mileages between 
Fort William and Winnipeg and between Vancouver and 
Glaetery, Bic: No equalization scheme would be true 
equalization unless these assumed mileages were elimina- 


ted from the rate structure. 


Subject to a solution of the foregoing problems, 
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the scheme of equalization would be as follows: - 
As to the Standard Mileage Class Rates 
The first step would be to average the first 
class rates in the Ontarip-Quebec and the Prairie-Pacific 
standard scales. 
The second step is to establish the relation- 
Ships between the classes. It is proposed that the follow- 


ing relationship shall be established: 


First Class 100% 
Second Class 85% 
Third Class 70% 
Fourth Class 55% 
Fifth Class 45% 
Sixth Class 4O% 
Seventh Class 35% 
Eighth Class 35% 
Ninth Class 4O% 
Tenth Class . 30% 


The third step is to work out the appropriate 
rate of taper due to distance. This will probably be done 
by applying to the equalized first class rate a minimum 
for distances of 40 miles and less and by adding amounts 
for each five-mile block up to and including 100 miles; for 
each ten-mile block up to and including 500 miles; and for 
each twenty-five-mile block up to and including 3000 miles. 

After study it was not found practicable to take 
the average rate of taper of the existing Eastern and West- 
ern standard mileage scales. Neither is it deemed fair, 
as suggested by Alberta in its brief, to accept the rate of 
taper in Western territory as the rate of taper .1on the 
equalized scale. This is because the rate of taper on the 


Prairie standard scale is much sharper than in the Eastern 


standard scale. 
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As to the Distributing Class Rates. 

It 1s proposed that the new equalized distributing 
Scale would be arrived at by using, for distances 200 miles 
and less 90% of the new equalized first class standard rates, 
and for distances over 200 miles 85% of the first class 
Standard rates, with the proviso that the rate for 200 
miles shall be the minimum rate for distances in excess of 
200 miles. The relationship between the classes and the 
rate of taper will accordingly follow the relationship 
and rate of taper in the equalized standard scale. 

It should be noted at this point that the dupes 
ior standard class rates which are now higher than any 
Scale in Canada will be abolished and the new equalized 
Standard and distributing class rates made applicable to 
that area. 


AS to Class Rates between Eastern Canada and 
Western Canada. 


Your Commission will recall that the class rates 
between eastern Canada and western canada are a combination 
of two factors; that is to say, west of Fort William, the 
Fort William terminal rates apply, and east of Fort 
William the basing arbitraries apply. The terminal rates 
are the prairie standard mileage class rates reduced by 
the effect of the assumed mileage between Fort William and 
Winnipeg. 

East of Fort William the basing arbitrary is 
blanketed throughout the territory Montreal and west to 
Fort William. 

The equalization proposal will necessitate a 
revision of both these factors. The western factor will 
become the new equalized distributing class rates with the 
elimination of the assumed mileage. The eastern factor 
will be increased somewhat in order to compensate for the 


reduction in the class rate scales in the west as a result 
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of the equalization proposal. As the arbitrary east 
of Fort William has nothing in common with other rate 
Scales either as a whole or as regards the individual 
classes, and as they apply from and to Stations in eastern 
Canada over a wide area, it is not possible to measure the 
realignment of the arbitraries by comparison with the 
changes made in rates in eastern Canada. 

After much study a tentative conclusion has 
been reached that these basing arbitraries can only be 
increased about one half of the extent to which the class 
rates for comparable distances in eastern Canada will be 
increased under the equalization proposal, This is on 
the assumption that since the basing arbitrary covers a 
wide area aS a blanket, one half of the rate of increase 
would cover the same increase at the average point. 
Accordingly the basing arbitraries east of Fort William 
will probably be reconstructed by increasing the present 
Fifth Class basing rate by about 12 cents; by assuming the 
Fifth Class rate to be 45% of First Class; and by scaling 
the other classes on the same percentage relationship as 
the proposed new equalized class rates. Under such a 
proposal the intention would be that the basing arbitraries 
for the territory east of Montreal would continue to exceed 
the Toronto-Montreal basing rates by the same amounts as 
at present and that the current rail-lake-rail and water- 
rail differentials will be maintained for all territories. 

This change in the east-west class rates will 
probably require the establishment of a new rate group 
which it is proposed to call the Northern Ontario rate 
group. This will include the territory on and south 
of the line of the Canadian National (National Trans- 
continental) east of Armstrong; all territory east of 
Port Arthur and north of Lake Superior, St. Mary's River, 


Lake Huron, and Georgian Bay; territory on and north of 
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the line of the Canadian National from South Parry to 

Scotia; territory on and west of the line of the Canadian 

National from Scotia to North Bay; and territory on and 

west of the line of the Ontario Northland from North Bay 

to New Liskeard and the Ontario-Quebec boundary to the 

line of the Canadian Netional (National Transcontinental). 
As to the Commodity Mileage Scales. 

The Board will recall that during the regional 
hearings comparisons were made by reference to exhibits 
filed in the 21% case which showed that in western Canada 
certain of the commodity mileage scales were lower than 
in Eastern Canada and that the reverse was true in a 
number of other instances. Exhibits 53. .to0.60 in the 
21% case show these differences. 

The problem of equalizing these scales since 
they involve a large volume of Craliic, 26 tows moe 
only a proper basis for equalization in itself but also one 
which will yield to the railways approximately the same 
revenue as is received under the ope mileage scales 
while causing the least disturbance to shippers and con- 
signees. 

This is a work of some magnitude and complexity. 
It can only be completed when the information obtained 
from the waybill study now being undertaken by the Board, 
is made available. This study involves in itself a large 
amount of work on the part of the railway staffs and not 
all of the test days have as yet occurred. 

MR. FRAWLEY:Q They have now, haven't they? 

A. The test days have now all occurred, yes, sir, 
but the detailed information has not all been completed. 

The test days have been spread throughout the year 
so as to reflect seasonal changes in traffic movements. 


In all probability it will be many months before the 
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compilation and analysis of the data can be completed. 

However, careful and éxtensive consideration of 
the matter so far indicates that the most satisfactory 
method of constructing equalized commodity mileage scales 
will result from basing them on percentages of the pro- 
posed uniform standard mileage rates. As indicated above, 
the relationship must depend upon the outcome of the 
waybill study. 

Certain of the point-to-point commodity rates 
are related to these scales and accordingly when the 
commodity mileage scales are equalized, those of the 
point-to-point commodity rates which are related to them 
will also be equalized. 

An exception in the equalization in the 
commodity mileage scales will have to be made in certain 
cases where the commodity mileage seales both in eastern 
and western Canada have been designed to meet motor truck 
competition. It is not practicable to attempt to 
equalize these scales because the competitive forces 
which affect them, vary in different sections of the 
country. 

a They are competitive rates then, are they not, 
actually? 
A. Ves. Sirs 
As to Point to Point Commodity Rates 

Because of the large number of these rates and 
the fact that they reflect not only local conditions 
but also reflect the needs of local industries it is not, 
in the opinion of Canadian Pacific, practicable to attempt 
to equalize these rates with the exception of those 
that are related to the commodity mileage scales. 

The Province of Alberta suggests a means of 


equalizing these rates by taking the lowest rate 
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affecting a particular commodity as the basis for the 
equalization. No equalization can, in the Opinion of 
Canadian Pacific, be accomplished on such a basis without 
great disturbance to industry as a whole and without a 
serious effect on the revenue of the railways. 

As to Competitive Rates 

Since competition varies in different parts of 
the country, and since competitive rates would be unjustly 
discriminatory except for the competition, it is not 
practicable to equalize such rates as between eastern 
and western Canada. 

MR. CARSON: Q. Why do you consider any 
equalization must await the result of the Board's waybill 
study? 

Le This is a very important prerequisite in the 
determining of a final pattern as any equalized scale 
of rates must have for its purpose the preservation of 
the revenue of the railways. 

Q. Why would any equalization scheme have to take 
into consideration grain rates in the west? 

A. A true equalization could not be accomplished 
unless all rates, including grain rates, were taken into 
account. If grain rates in the west were continued on 
the present statutory basis and all other rates east and 
west equalized, the over-all rate structure in western 
Canada would be substantially lower than in eastern 


Canada. 
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MR. CARSON: Now, then, 
THE CHAIRMAN: I notice at the bottom of 
page 75 you say: 
", . . competitive rates would be unjustly 
discrimimatory except for the competition. . ." 


MR. @ARSON: Yes. 
THE CHAIRMAN: That is a fact, ts Tt? 


MR. EVANS: That is the consistent holding of 
the Board, . 

THE CHAIRMAN: Do they say this: That you 

justify these low rates by competition; and that if the 
competition did not exist, they would be unjustly dis- 
criminatory? 

MR. EVANS: Unless the same rate were given 
some place else. 

MR. CARSON: Q. Page 79 of Part II states 
that the suggestions made by Alberta for the equalization 
of rates in Eastern and Western Canada are: 

", . ». to take the rate of taper in the West because 
it is most favourable; to take Schedule 'A' rates 
Tithe Banu, 4.4" 
As they are lower than the western distributing class 
rates; and: 2 
", , « to take the lowest of the eastern and 
western scales in equalizing the commodity mileage 
rates; and to develop a uniform formula for all 
specific commodity rates," 


And then to adjust the new rate structure upward as 4 


whole: 
: to provide for the deficiewcies in revenue 


resulting from the equalization process." 


Do you agree with those suggestions of Alberta? 


A. Frankly, no, sir; aesolutely no. I have 
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already given my views on this subject, 

It would, in my opinion, be most improper 
always to adopt the lowest. 

In my experience, if this is done, the railways 
would have great difficulty in adjusting the rate 
structure as a whole in an upward manner to preserve 
the revenues of the railways. In fact, if this was 
attempted it is more than likely it would be opposed, 

As stated On page 79, this would be an unduly 
complicated method to pursue. 

Q. At page 18 of the Alberta submission entitled 
"Rate making principles and the rate structure", it is 
stated that the United States Commerce Commission has 
prescribed uniform class rates within and between all 
rate territories in the United States with the 
exception of Mountain-Pacific territory, 

At page 11245 of Volume 58 of the transcript 
before this Commission, Mr. Darling, a witness for 
Alberta, stated that: 

"so, . the uniform rates prescribed, I might add, 

are not yet in effect." 

What comment have you to make respecting these state- 
ments? 

A, The Interstate Commerce Commission in Docket 
No, 28300 -- Class Rate Investigation, 1939, and 
Docket No. 28310 -- Consolidated Freight Investigation, 
decided May 15, 1945, 262 I.C.C, 447 to 766, 
prescribed uniform class rate scales within and between 
all rate territories in the United States with the 
exception of Mountain-Pacific territory and required 
the publication of a consolidated or uniform freight 
classification to become effective at the same time 


as the uniform class rates were published. 
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Mr. Darling was correct in stating that the 
"uniform rates prescribed" had not yet been made 
effective. Neither has the consolidated or uniform 
Classification been published, 

The Interstate Commerce Commission in a 
notice made public 28th November, 1¢49, proposed new 
uniform class scales for application be tween all rate 
territories within the United States with the exception 
of the Mountain-Pacific territory and on the same date 
instituted an investigation of the class rate structure 
in the Mountain=-Pacific territory that a new uniform 
scale might be prescribed in this territory effective 
concurrently with the publication of whatever scale 
may finally be adopted for application in other terri- 
tories, 

Both of these matters will be assigned for 
hearing at such time and place as the Interstate Commerce 
Commission may later direct. 

The railways in the Western territory of the 
United States have always been, and are still dissatisfied 
with the uniform class rate scale prescribed by the 
Interstate Commerce Commission in Docket No. 28300, 
Class Rate Investigation, 1936, and petitioned the 
Interstate Commerce Commission October 19th, 1949, for 
rehearing and modification of the findings and con- 
clusion in its decision May 15th, 1945, 

The making effective of a uniform class rate 
Scale within the United States and the publication of a 
consolidated or uniform freight classification still 
appears to be a long way off. Whether it will actually 
become a reality still remaims to be seen. 


Q@. Yes. Now, I want to turn to another subject, 


that of interline rates, 
THE CHAIRMAN: We will take it up this 


afternoon. 
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AFTERNOON SESSION 
THE CHAIRMAN: Very well, Mr. Carson. 


MR, C.E. JEFFERSON, recalled: 
EXAMINATION BY MR, CARSON, continued: 

MR. CARSON: Q. You are about to take up 
interline rates, which subject is covered at pages 83 
to 94 of Part II. Will you please give the Commission 
your general comments on this part of our submission? 

A. The railways have been very much alive to the 

matter of interline rates, ' 

We have 4 great many of them in both Eastern 
Canada and Western Canada. 

Interline rates are published between points 
in Eastern Canada, on the one hand, and points in 
Western Canada, on the other, via North Bay, or Port 
Arthur and Fort William, 

The railways establish joint interline rates 
wherever there is a necessity for them. This is the 
policy of the railways. 

As a matter of fact, this is in line with 
what is contained in the Railway Act, in subsection 1 
of section 336, and in subsection 1 of section 337. 

Q@. Those two subsections are set out at page 83 
of Part. LE. 

As iNest Si), 

Q@. You might go through that part of the sub- 
mission and comment briefly on it as you go along. 

A. Page 83 outlines what interline rates, 4s 


referred to in the submission of the provinces, 


involve, namely: 


"(a) Rates from a local point on one railway 


to a local point on another railway. 
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(b) Rates from a local point on one railway to 
& point on that railway which is served also by 
another railway. 

(c) Rates from a point served by more than one 
railway to a local point un one of the railways, 

(d) Rates Zrom a point served by two or more 
railways, to another point served by the same 
railways." 

Now, on page 83 of Part II, we state: 

"As to (a) = It is argued --" 

Q. That is,where that expression "it is argued", 
1s used on this page, it means that it is argued by those 
in the provincial interests? 

Bs: bay S12, 

"As to (a) - It is argued that combination or 
through rates should be made by the use of the 
distance through the interchange point making the 
shortest through distance although by agreement 
between the carriers the traffic may be handled 
through another interchange. 

As to (b) and (c) - It is argued that rates 
should be made by the use of the single line distance 
of the railway serving the local point. 

As to (a) - It is argued that rates should be 


made by the shortest single line through distance." 


@. Now then, as pointed out on page 83, 
following what you have read: 
"The matter of interline rates is within the 


exclusive jurisdiction of the Board of Transport 


> 1" 
Commissioners ..e. . 


And then there is set out on page 84: 


"There are many joint interline rates within 


Canada." 
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And the submission says: 

"These rates are widespread and are not 
confined to one section of the country. They are 
relatively as numerous in Western Canada as in 
Eastern Canada." 
fe. "ats 
Q. Interline rates are: 

", , . related to the single line rates, with 

appropriate addition to cover the extra costs 

inherent in the handling of interline traffic," 
What have you to say about the proportional rates 
mentioned in the last paragraph on page 84? 

A. I shall read that paragraph: 

"The Canadian railways publish proportional 
rates lower than the local rates on many commodities 
to and from junction points in Canada on carload 
Shipments that are subject to commodity mileage 
rates and many specific commodity rates. They 
authorize a reduction from the rates to and from 
points beyond the junction points amounting to 
one-half cent per 100 lbs. when the rate is 9¢ 
per 100 lbs. or less, and 1¢ per 100 lbs. when the 
rate is over 9¢. These were published to provide 
rates which were considered to be reasonable for 
application on irregular joint interline movements 
of small volume." 

Q@. Have you a list of the commodities on which 
mileage rates are published subject to the deduction 
mentioned? 

Wee tee. SLT. 

Q@. And that is a list which should be put in as 
an exhibit? 
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MR. CARSON: I tender this list as Exhibit 173. 


EXHIBIT No. 173: Filed by : Canadian Pacific Railway- 
Mr. Carson: Commodities on which 
> Mileage Rates are pub- 
> lished subject to 
> deduction on traffic to 
; or from connecting 
>; Lines. 
MR. CARSON: Q. Exhibit 173 is entitled: 
"Commodities on which Mileage Rates are published 
subject to deduction on traffic to or from connecting 
lines." 

What does that exhibit show? 

A. This exhibit shows the Canadian Pacific tariff 
number and the commodities in both eastern and western 

are - 

Canada on which the aeons ar Lerned in the paragraph 
on page 84 of Part II of the submission which I read. 

Q. Yes? 

A. I would like to add that that is generally true 
for all of the tariffs listed in the exhibit, 

There are a few of the tariffs where the deduc- 
tions may be a little more, and in some cases a little 
less than in the paragraph which I read; but the principle 
is just the same. . 

Q. Now then, at page 85 of Part II, the submission 


sets out the various suggestions that have been made by 


the provinces and others. 


Do you agroe with the four suggestions made 


to the Commission as outlined at that page? 


(Page 15416 follows) 
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A. No, sir, I don't agree with any of the four 
Suggestions. 

Q. I think you would like to read from the top 
of page 85 down to the end of the third paragraph 
of page 92? 

Ay Yes, sip. 

In submissions made to the Commission and in 
discussions before the Commission, the establishment 
of joint through interline rates between all points 
in Canada was advocated. Briefly, the following 
Suggestions were made: 

First - that facilities for interchange of 
freight, where not at present in existence, 
be established at all points where two or 
more railways serve such points. (Saskat- 
chewan Federated Cooperative - Transcript 
pp. 1257 and 1258). 
Secondly - that joint through rates be 
established between every two stations in 
Canada via such interchange points. 
(Saskatchewan Federated Cooperative - 
Transcript pp. 1257 and 1258). 
Thirdly - that joint through rates be esta- 
blished on a basis similar to the rates 
for single-line hauls, the distance used 
in arriving at such rates to be the shortest 
route over which carload traffic can move 
without transfer of lading. (Province of 
Alberta - Volume on Interline Rates; Saskat- 
chewan Federated Cooperative - Transcript 


pp. 1257 and 1258). 
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Fourthly - that between competitive points 
the use of multiple-line distances be 
employed when less than the Shortest single 
line mileage of any railway serving both 
points. (Saskatchewan fedardted Cooperative 


- Transcript pp. 1257 and 1258). 


As to the First Suggestion: 


Canadian Pacific and its Subsidiary lines 
maintain interchange facilities with connecting 
carriers operating in Canada at 206 Junctions through 
which carload freight can be interchanged without 
transfer of lading. 

COMMISSIONER INNIS: Would those be mostly 
Canadian National? 

A. Largely with the Canadian National but also 
with the smaller lines in Canada, yes sir. 

At 21 of such junction points there are no 
facilities for the interchange of less than carload 
PreLeht, 

At 56 of these junctions less than carload freight 

. is interchanged either through direct track connec- 
tions or the use of joint sheds, while at 145 
junctions the interchange of less than carload 
freight is effected through cartage between freight 
Shed of Canadian Pacific or its subsidiary lines 
and freight shed of the connecting carrier at the 
Junction point. 

In addition, there are 19 stations on the 
Canadian Pacific or its subsidiary lines where although 


there are no facilities for the interchange of carload 
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freight, there are facilities for the interchange 
of less than carload freight. 

The establishment of interchange facilities 
at all points where two or more railways serve such 
points would involve a very eonsiderable outlay of 
money and materials on the part of the railways with 
Pews-Ar any; compensating advantages, either in the 
way of additional traffic or Saving in expense of 
operations. 

COMMISSIONER INNIS: What-would that money 
be spent on, putting in the connecting railway? 

A. Yes, sir, putting in the interchange track, 
that is, the track from one railway to the other and 
also switches. 

Qs “Yes; that®is* right. 

Ae Yea," str: 

Q. You have no idea what that would run to? 

A. No, sir. It would depend on the distance 
and the contour of the land between the two railways. 

MR. CARSON: And there would be the operating 
costs that would be involved as well? 

A. Oh, yes, sir. 

It is very questionable if any considerable volume 
of traffic would be handled via the additional inter- 
change points, and such traffic as was actually 
handled would to a very large extent be taken away 
from other interchange points through which the 
traffic had previously moved. There are interchange 
points now in existence through which the movement 
of interline . freight is relatively light. 


The establishment of interchange facilities has 
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always been considered by the Board of Transport 
Commissioners on the basis of public convenience 

and necessity, and rightly so. The amount of 
traffic, present and potential, should be the guide 
as to whether or not interchange facilities are 
actually required, and not the mere fact that two or 
more railways serve a given point. 

In this connection, the judgment of Sir Henry 
Drayton, then Chief Commissioner, in Canadian Northern 
Ry. Co. v. G.T.R. Co., 20 C.R.C. 84, outlines the 
view of the Board as follows:- 

"It is necessary for the Board, however to 
determine some principle on which these 
interchange tracks and through rates are 

to proceed. 

The statute calls for reasonable and proper 
facilities for the interchange of traffic 
and for the return of ye stock. With 
the large amount of regrettable duplication 
of railways, it certainly would not be 
either reasonable or proper that such inter- 
change tracks, involving as they do at 

least some cost in every instance not 

only for construction but also for main- 
tenance and operation, should be installed 
at every point possible; and, if joint rates 
had to be filed zs and when such possible 
interchange tracks were put in, the only 
result would be to absurdly duplicate 
tariffs and add to the cost of railway 


operation without resultant benefit to 
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traffic conditions" 
COMMISSIONER INNIS: Does that phrase 
"large amount of regrettable duplication of railways" 
still obtain? 
A. Does it - - ? 
Q. Does it still appertain? 
A. It does in some sections of the country, but 
I would not want to say to what extent. 
Q. This was written when? 
A MR. CARSON: It would be way back - - 
THE WITNESS: This decision of Sir Henry 
Drayton? 
MR. CARSON: The early 1920's that would be. 
COMMISSIONER INNIS: So it would not be as 
accurate a statement now as it was then? 
A. No, sir, I think that is a fair statement. 
COMMISSIONER ANGUS: Mr. Jefferson, this 
question of the cost of new facilities would be 
virtually the same, would it, if there were only 
one railway system in Canada? Suppose you had complete 
unification of the railway systems. Would you still 
have this problem of the interchange of traffic 
from one line to another, putting in new facilities 
to handle it in this way? 
A. I would not think you would, no, sir, You 
would handle the traffic - - 
Q. Through other points? 
A. Yes, sir, and you would handle the traffic 
from a given point of origin to a given point of 


destination via the shortest or most economical route. 


(Page 15422 follows) 


supe dade geod: ete. ‘AaMOT 
ROT to aotdso Haw Lehiadieny oe te: : 


i 


: ' 1 we f : * . e 
ai | vid 20 eaolyoen emoe ai, esob 32) .A 
~ a wy Y 6 a 


.tnedxe ¢edw od ae: OF jnaw ton bisow Z nt te ye 


a is 7 


Wik 


i bai re 


tape weds bew noe eidt ap @ ih 
Vy vy at a 


; 4 git wae es ee a fet ro, e aah y mite 
«im dbad yew ed bivew oT sMOeAA 2 ns Se age i et 
: 7 our, : 
" F i fr ; aa > 4 a a 
pd a "a ey i, % pa a vi mA xihins Le Avis me , se _ 
yuish gfe To gohaloed alll) $aeeetiy SAT rity. ean 
oad ? , ~} i ij | 


* 9 d 3 4 £ & i i ay 0 i ra! 4 i | OSD e y & he agp ‘s 3 “ GARD * AM if 4 a) vom 


ge oad Yon bivow er 4s : ROW ‘RaMOrBeTIMO is cate.) 


¢nodd egw 32, 88 wor fremetate is SdeIWODS eek 


| . . . ve . 

-Srtonstege, 118) 8 Bt! 2 pid alc tds) t te eo, oR : un 
WG HORT OT TAN TRUOMA AEMOTZATIIDD pea i 
au b Looe eet (ptrgar weit TO aos ony’ +0 notda say i, 
lie stow ores BE (od Binow: sists ott 5 eitswinte 


wees yo Ls os Cen, ee SS a ae le 2 ; 
ee br Sows ath, wd WES fa wl ae A $A Suga I Te £ BIS we Of fr we 2Y¥s ys swt ts sf So *é 
3 : et ‘ i 


+P e- eb emo ae « Fx? pak —e - oy i 
a ae, Gs Fe POY iis nf Wy + Bret a \ swt Let: 3 ond: Bie, x0! BHOLT crak 


oMitaad: "to sgretoredat atid 0 aw widoxg atdd ‘oved a 

Bo tyet test wor mi yihioey .todtens od eard oho sae . 
| yg etait at ot orpaadiody 

Noy tte ge .bivow way siahdd ven Kivow I a ee 4 
ay, 

“ as . er iaes etd ofbned sivow, i 

7 2 aie 4 - tedntog xsitto Agonist ea mi f ie 
oltierd adé. ethane niwow woy dias enter ger. a Pee. 
ig 


26 ore coe 8 of sey ts > tnttog awry 8 oat 


eT th : 
¢@ 


~15402- Mr. Jefferson 


COMMISSIONER ANGUS: So that this is really 
substituting some other route for the most economical 
route? 

A. Yes, the interchange facilities are for two 
purposes, we might say -- interchange facilities at the 
request of a shipper or receiver served by one railway 
at a point where the railways cross, we will say, at 
@ diamond end not served by another railway - when he 
wants to use both railways end cannot get a track into 
his industry from the other railway, you have inter- 
Switching so he can use the facilities of both railways. 
Then you have the other reason for interchange tracks, 
where there is a diamond crossing, we will sosy, merely 
for the matter of interchanging through traffic where 
it is a route haul both to and from interchange points. 

COMMISSIONER INNIS: Do you think the rates 
would be perceptibly different if you had a completely 
unified system as between interchange points? 

A. If you had more interchange points? 

Q. Suppose you had a unified railway system such 
as Dr. Angus has mentioned. Would that mean thet rates 
would be perceptibly lower et various points than 
is the case now where you do not have a unified system? 

A, Not generally so but you would have instances 
wrere if there was only one railway, where rates would 
be lower than if there were two railways because one 
railway to go from Point A to Point B might be a more 
circuitous route than if you had just one railway serving 
the two points, but it would not affect, I would not think, 
a large volume of traffic, 

THE CHAIRMAN: Leaving the lines es they are 
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concern, what would be the result? 

A. Well, if you leave the lines as they are today 
in my opinion you have sufficient interchange points to 
take care of the traffic at reasonable rotes. 

Q. The question, as I understand it, is whether 
the benefit of that unification would be to lessen the 
rates? 

Ai. If you had unification you would lessen the 
rates where the route of the consolidated railway would 
be shorter than the route of 3 Single line railway today 
between two points. 

COMMISSIONER INNIS: That would not be in very 
mMeny cases, you would not think? 

A. No, sir, I would not think so. I would not think 
it would effect a large volume of traffic. 

As to the second Suggestion, the publication of 
Joint through rates vise all interchange points would 
involve a tremendous amount of very complicated tsriff 
publication, the expense of peuntiation and printing of 
which would be very great. The amount of traffic on 
which such rates would be applied would, in many cases, 
not be large enough to Justify the labour and expense 
involved. 

COMMISSIONER INNIS: If you had s unified 
system, again would thet be wiped out? 

A. That would be, yes, sir, because you would 
Just have one . tariff between 311 points -- yes. 

This suggestion is undoubtedly made with the 
principal object of securing a reduction in freight charges 
and while this would be realized in certain instances, 
it is questionable whether the saving thus effected 
would, in the aggregate, amount to any very considerable 
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for the most part sporadic, As 2a general rule, interline 
movements of esny real volume are today subject to joint 
through rates, snd the railways are always prepared 

to give consideration to the establishment of additional 
interline rates sas the necessity for them arises. 

There would inevitably be many such joint through 
rates which would not be used, because of the lack of 
traffic moving through the Junction points through which the 
rates sre effective. 

As against such saving in freight charges 3s 
might be realized by shippers, consideration must be given 
to the expense incurred by the railways in providing and 
maintaining additional facilities for the interchange of 
freight traffic where such do not now exist, the compilation 
and printing of voluminous freight tarlits, and the dis- 
location of existing freight train schedules. It is the 
Opinion of Canadian Pacific that the comparatively small 
Savings realized by the shipping public as 2 whole would 
be very much more than offset by the additional expense 
incurred by the railways which must ultimately be borne 
by the users of railway service. 

As to the Third Suggestion: 

If joint through rates are established via the 
Shortest route over which carload traffic can move without 
transfer of lading, the application of a basis of retes 
Similer to that for single-line hauls via such routes 
would, in addition to increasing the costs, also result 
in very substantisl reduction in the revenue of the 
carriers. 

There is also involved in multiple-line hauls 
the cost of transfer at the interchange point, end in 


the case of less than carlosd traffic, this frequently 
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involves a cartage charge between the freight sheds of 
the respective railways. Such additional expense should 
be included in any joint through . rates as hes been 
recognized by the Board and by the Interstate Commerce 
Commission, 

In the report made by the late Mr. J. Hardwell, 
Chief Traffic Officer of the Board of Railway Commissioners, 
dated July 23rd, 1919, in advocating a basis for con- 
Structing joint through class rates between points in 
Ontario and Quebec, he recommended the publication of 
joint through class rates between points on the Grand 
Trunk, Canadian Pscific and Cansdian Nationel Railways, 
based on the addition of arbitraries to the single line 
rates. The arbitraries, he considered, should be sufficient 
to cover the cost of transfer st the interchange points 
as well as some addition to the single line rate because 
of the two line haul. 

Mr. Herdwell's recommendation was sdopted by 
the Board, and the railways were eraered to publish joint 
through class rates on this basis in Order No. 28618 of 
lst August, 1919. 

The railways did not. consider that this basis 
of rates was sufficiently high to cover the transfer 
costs end the additional costs of the two line haul. 
Neither did they feel that there was sufficient traffic 
involved to warrant the publication of the additional 
joint through class rates. As a result of subsequent 
representations made by the railways, the Board rescinded 
Order No. 28618 on 23rd March, 1920, by Order No. 29495. 
Nevertheless, it is quite apparent that the Board re- 
cognized the necessity for some sddition being made to 


the single-line rates when joint hauls were involved. 
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The suggestion for the establishment of joint 
through rates on the basis of the shortest route over 
which freight can be handled without transfer of lading, 
accompanied as it is by other Submissions for the es- 
tablishment of interchange points at all points of 
intersection, can in essence mly be an attempt to break 
down existing single line rates. This is so because, if 
the traffic were to move through the new junction points 
rather then by the Single-line haul, meny cases would 
exist where the originating carrier would only get a 
Short heul to the junction points. This result would 
be reflected in the division arrangements with connecting 


carriers, 


(Page 15429 follows) 
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Since it is a well recognized principle that no railway 
can reasonably be expected to short haul itself, the prac- 
tice would then grow up of having the originating carrier 
reduce its single line rate to the reduced rate for the 
shorter mileage through the junction point. The 
originating carrier would be compelled to do this in order 
to retain as much revenue as it could and in order to 
avoid short hauling itself. Thus it would inevitably 
result in a breakdown of the existing rate structure to a 
level below what the distance would normally require. 

As to the principle that railways are entitled to 
avoid short hauling themselves, reference is made to 
Imperial Steel & Wire v. Grand Trunk Railway, 11 C.R.C. 395 
and the Chief Commissioner's judgment at page 399 in which 
he says: 

"In any event, it is well settled that the 
initial or originating railway company is entitled 

to as long a haul uponits own lines as may be 

reasonable. This is Laid abtmrin the English case 

of The Plymouth, Davenport and South Western 

Junction Railway Company v. Great Western Railway 

Company, 10 Ry. & C. Tr. Cas., page 68. The 

following is an extract from the judgment in this 

case:- 
'For instance, on the one hand, we have 
to take into consideration that the Great 
Western Company ought not, without some due 
cause in the public interest, to be deprived 
of the advantage of its long run in respect 
of traffic which has originated on its own 
system. '! 

It is not necessary to say anything further upon 


this point, as the foregoing covers the applicants! 


complaint." 
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In considering the third Suggestion, regard 
must be had to its effect upon the quality of service. 

Many junction points are located on branch lines 
of one or both of the connecting railways, and the 
number of these would be increased if interchange 
facilities were established at all points served by 
two or more railways. 

THE CHAIRMAN: Just a moment; I wonder whether 
we could have the dates of these statements we have been 
listening to. 

MR. CARSON: That is the judgment, 11 C.R.C.? 

THE CHAIRMAN: Yes, Canadian Railway Cases. 

MR. CARSON: We can get that very shortly. 

THE CHAIRMAN: And the preceding one of Sir 
Henry Drayton which I think must have been about 1916. 

MR. CARSON: I am sending to the library, and 
we will get the exact dates, my lord. 

COMMISSIONER INNIS: Does this English case, to 
which reference is made, give any ee tae indication as 
to what is meant by "reasonable"? 

MR. EVANS: There is a good deal of question 
in the United States cases about what constitutes reasonable 
circuity, and I suppose that same principle would apply 
here, that is to say, if you have unreasonable circuity 
the principle would not be recognized that the long haul 
was to be given to the originating carrier, but if the 
circuity was reasonable they would respect the desire of 
the originating carrier in competition with others to 
retain the traffic as long as it could. 

THE CHAIRMAN: It seems to me it would be diffi- 
cult to say what is reasonable and what is not reasonable. 


MR. EVANS: Oh yes, it is just the same as 


what is a reasonable man. I think it depends on looking 


rE ora 
, 44 
‘ “oe * 


aiovaresii . 
poe eae Aes ggpheenasie buen oui tee St 
L inaed! eo bs leeeh. ome cubation: am seme. = 


AL Skt ois weiter conttingaaps: anti 4 ae eae: 8° ‘omm * 


i oe 
went. diet Gs Bock bro oe: ae Bie ape ha. phasinnniacias a 


Bel eevee aiiaey Re ee DG ured Eenatiess Grete entrees Sonat = 


a - ay mE Bet AUON: asl owt ape 


: ; oh ue ad 


Sekgk- afi, Pid ee ey ee ‘ Me ssn, Se! dace wt 
Peat ote avin C= elyatiny diet. « SRT aS, ay « net . : 


‘ as 
. ; f Ly j Ph ' 
VAs Pm “~ Cone oe amet =e . eee Bi ev “ Fe, . a: = ’ : 
. ; sea hs st St ET lll be? pms, ee * eee eed ee rele = Heads ; 
a) Gi. Gh sar Ae ii. - ipattiee oh Fs agi Ths. Bei Ses. Sake PTLD ye : 40% 
: = . 1 
e « oe m bom ‘ 7 os 
i sf ., re whe. ie i 7 : 
+ - Gal antogdiekt: 
; ; , : 
( i” > 
i aR ay 
' Pe ee haa 8 tas 8 otal ae eis Cpt CMa, wae | 
= Paty he Sf if PEShCe te. aay So. cee pe RRS ES Di Sages B ; 
ae. : 
A Ps “ ‘, $3) youitimp ie rh: “< .eepy - 
i SSF yay, a ( pat eoe “ Seite cfh 0 ees we fia rb hick ait a 
a es ne ge he UPA ES AEA AGE ie oi ' i? ; te 
f a 
ru Al 
* ‘a . 7 + \ = ‘ ‘ - H iF 7 
to alin | eee Tes ee \, 7 poe wes thes SE. Petty eS Bi ‘ 
oy art Gy VERS eee ae eet eer eae Hath roa im 
) r . 
i : 
e 
Et AS, So toe as é eles tag ee as Oe Le vw " 
PCS) SE LAME ago Baths: “ 
= a a3 
\ i 
) S 
ws : ‘ i v< 
2 a ” Y ¥ ‘a 2 — 
£ : , wc aft a y ae eee > 
MALE. Fx erat ft vase £ cho koe aoc en?! yrasi eee 
: 
a4 
Hh oy ; ya A > 
DS hagibia srie tt semhiabs Ses & agit Povey ae oe 
Pa Tear a | ee a 2 Et 3 bdat Ig es so bE 4 at te a) ett nee re Wiig 
¢ 
i 
a 
Stas ee ae: ery . Pe n ooSP ate ig 
DEL Ut sos e> tosne seit gow Lim. ow 
= ps4 U 
: - 
mG foe ie gti a wee aaa ‘. ; 
sRao Meligeg eG! sQEehl see SaTVNE) - 
" 
¥ ‘ ‘ 
ey SI he ee att fn ee eer fee a eeu ly hae ayitneente am i ata’ te Sa ae aon fim @ er : 
oie. ROCA cha ued A Be MeO Tt he eS: i eke fy ie at 2 Ee Bn A Sie Lo yt a ty bane 4 
' S ’ ' : 
a 
: ' 
o a ee iy ¢ et : 
i . : 
as fleet gig aie Hy aac rd. dwecay es Je0e od 7 
cae: “ fee Pe as = ot pation cat? 
il ae t peas fat. zy Ps Pee my ey ee at ve . a P 
¥ ‘ 
Re AE at : a aye ie 5 =a ge st ‘ F 
wenn Cyt Rt ON Pr ates Sir heed oe we a aia ee oe Cae re Aten od eee may aes a he in cgig. il ro 
ry HS SPR Vsetw Feode gases avets ooehae and yee 
ry on t gy 4 : ” i ach e op 4 RF ga t & ' 
> lane Baas i? - Leng 3 5 ae i r ey fie J as PEE ¢ ie HES Sa 


GG Sadi! sid Penh Sax bresuse og sor blew afgtontad ond 
oe fevig od ot ‘Saw 

anw yiivotto 

bai tia Bn ntwacel tateo sit. 


Hod ne, i ites aust stetor. - 


oe sian oy oa 


ta 


on ak agp yen at we 


omaa add tx 


NP 


- 15431 - Mr. Jefferson 


at the question in the light of the particular fazts. 

COMMISSIONER INNIS: There are no outstanding 
cases? 

MR. EVANS: The Interstate Commerce Commission 
has laid down - as a matter of fact, there was a statute 
that laid down what was a reasonable degree of olncuLly in 
the United States. I cannot recall what that was. I 
remember Dr. Locklin gave some evidence about that, and my 
recollection was it depended on the length of haul from 
origin to destination. A certain amount of circuity, a 
percentage of circuity was the way it was looked at, but 
Dr. Locklin's book, I think, has something on that. 

COMMISSIONER INNIS: There is one other point 
merely as a matter of information. You say something 
about the difficulty of interchange of less than carload 
traffic. What is the particular problem? This is 
merely a matter of ignorance on my part, but what would be 
tne problemiofainterchange of.-1,.e.1: (traffic? 

THE WITNESS: Well, the main problem, I suppose, 
on the interchange of less than carload traffic would be 
where there was not sufficient less than carload traffic 
to interchange the car and take the car to the freight shed 
of the other railway. You transfer your less than carload 
traffic at the smaller interchange poin® by carting it 
from one station to the other. 

COMMISSIONER INNIS:Q.It is merely a question of 
volume? 

Bs Yeo, SLP, 

MR. EVANS: Q. And expense; would expense not 

enter, into 16? 
ey Expense of cartage, oh, yes. 
MR. CARSON: On page 88 the brief says that this 


frequently involves a cartage charge between the freight 
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Sheds of the respective railways. 

THE CHAIRMAN: Q. Would the expense to the 
railway be the same in the case of a fully loaded car 
as in the case of a partially loaded car? 

A. If you interchange a fully loaded car you might 
not have to unload it and pay pen esate ne and load it 
again. 

Q. You say in less than carload lots you would have 
to unload the car? 

A. Unload the car, handle it in the shed, load it 
on a truck and take it to the other railroad. 

COMMISSIONER INNIS: Q. Why should you need to 
unload it? Why could you not let the car go on? 

- If it was a point where you have interchange? 

Q. eet 

fas I do not think you would have sufficient volume 
for that in the first place. 

Q. It comes back to the question of volume? 

A. And in the second place after you did inter- 
change the car at the interchange point the movement from 
the interchange point might be in different directions, 
and part of it would go in a one-way car travelling north, 
and part of it would go in another way car going south. 
The car could not necessarily go right through to the 
destination. 

Q. You are thinking of the type of traffic which 1s 
going to be distributed along the line? 

As. wesy “Sir. 

MR. CARSON: Q. I think you were on page 90, Mr. 
Jefferson. 
A. I think I was starting this paragraph: 
In considering the third suggestion, regard must be 


had to its effect upon the quality of service. 
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Many junction points are located on branch 
lines of one or both of the connecting railways, and 
the number of these would be increased if interchange 
facilities were established at all points served by two 
or more railways. Branch line train service is not, 
generally speaking, as good as that afforded on main 
lines, as it is not warranted by the volume of traffic. 

In some cases train service on branch lines is tri- 
weekly, bi-weekly or Weekly. Regular interchange points 
are now available via which general working arrangements 
are in effect and train schedules are set up by each line 
for the prompt handling of traffic through such junction 
points. It would be most difficult, if not impossible, 
to arrange train schedules so as to provide convenient 
connections at so many junction points and to give an 
efficient and satisfactory servicesvch as the public 
demand. 

Delay in handling traffic by way of branch line 
junction points, when there is a reasonably direct main 
line junction available through which a daily service can 
be obtained, would offset, to some extent at least, any 
possible saving in freight charges. 

The handling of traffic through junction points 
located on branch lines where there is only tri-weekly, bi- 
weekly or weekly service, as compared with handling through 
junctions on lines over which a daily service is maintained, 
would inevitably result in delays in the handling of goods, 
Such delays could in certain instances be costly to 
shippers, and might result in loss of sales. 

If, however, the railways were compelled to 
establish joint through rates between all points by way 
of the shortest available working route in each case, but, 


in the interests of better service, elected to handle the 
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traffic by a longer route, some additional compensation 
for the additional service performed would be required. 

As_ to the Fourth Suggestion 

The use of the joint distance of two or more 
carriers between competitive points, when shorter than 
the shortest single-line distance of any one carrier 
serving both points, would not necessarily result in a 
lower rate, It has already been shown that some 
addition to the single-line rate, when constructing 
rates for joint hauls, would be required to take 
care of the cost of transfer at the interchange point. 

Unless, therefore, the distance by the single- 
line haul is unduly circuitous, the rate which would be 
constructed for the joint haul would be in excess of 
that applicable by the single line. 

In addition, the carrier serving the originating 
point 18 “Entitled to the Joneest reasonable haul. If 
the same carrier also serves the destinatior, it follows that 
1+ Le ENntLvied “to haul "the goods through from origin to 
destination, and should not be compelled to give the 
traffic up to a connecting carrier at some junction point 
short of the final destination. At the same time, the 
sSingie-line carrier is entitled to receive revenue 
based on the recognized scale of rates for the length of 
the haul it performs. 

Even though the two line haul may be shorter than 
the one line haul, the service by the two line shorter route 
would not be as good as service via the single line in view 
of the necessity of switching service which would be 
required between the connecting railways at the junction 
point. Moreover, the shorter two line service would be 


more costly to the railways than the longer single-line 


haul. 
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MR. CARSON: My lord, I have the dates of these 
desisions. At page 87, Canadian Northern Railway v. 
Grand Trunk Railway, 20 Canadian Railway Cases, page 4, 
ehep, is).1016. On page 90, Imperial Steel & Wire v. 
Grand Trunk Railways in 11 Canadian Railway Cases is 1911, 
and the English case that is cited in that quotation, 
the Plymouth, Davenport and South Western Junction 
Railway Company case, is 1899, 

COMMISSIONER ANGUS: Q. Does the evidence we 
have just had really amount to saying that if you are 
going to have competing railways you must take the bitter 
with the sweet? 

A. That.is:.right. 

MR. EVANS: Except there is some qualification 
as to how bitter you can be if the Board controls that. 

COMMISSIONER ANGUS: I was going to ask later 
how sWeet the sweet was. 

MR. CARSON: Q. At the bottom of page 92 and 
over onto the top of page 93 mention is made of interline 
rates in the United States. Will you explain that to 
the Commission, Mr. Jefferson, please? 

A. In the United States the practice of the Inter- 
State Commerce Commission has been to prescribe class rates 
and commodity rates for either single or joint line hauls 
on the same basis. There rare; -howeyer,..a number of 
commodities such as sand, gravel, crushed stone, brick, 
clay, pulpwood, lime, etc., on which two-line rates have 
been prescribed on a higher basis than for a single-line 
haul. The rates prescribed by the Interstate Commerce 
Commission, however, are not single-line rates extended 
for multiple hauls as suggested by Alberta for application 
within Canada. Mor a great many years the Interstate 


Commerce Commission in making rates in the United States 
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have based them on the fact that they have in that country 
a transportation system which consists largely of multiple 
hauls. The situation within the United States is entirely 
different to that prevailing within Canada. There are a 
large number of smaller railroads operating within various 
territories of the United States whereas in Canada there 
are only the two large transcontinental railways operating 
from coast to coast. 

I might point out one example, between New 
York and Chicago where there are about four single-line 
routes and about twenty-five multiple routes it would be 
out of the question to endeavour to add an arbitrary over 
the single-line rate via multiple routes. This situation 
is general all over the United States with the possible 
exception, I understand,of West Texas, the Dakotas and 
Montana where some single line rates are in effect. 

Q. Are there any other comments on this subject, 
Me. Jefferson, before. you leave it? 
A. The only further comment is to draw the 

Commission's attention to the last paragraph on page 94; 

The expenditure of large amounts of money and 
materials necessary for the construction of interchange 
facilities at many additional points; the additional 
Operating costs that would result in most instances; 
and the expense of tariff publication required to 
establish joint through rates between every two stations 
in Canada, would in the opinion of Canadian Pacific, 
greatly outweigh any possible saving to the shipping 
public through the medium of lower freight rates which 
might result in certain instances. In the final analysis, 
the position of the general shipping public and that of 
the railways would be impaired rather than be improved. 


COMMISSIONER INNIS: Could it be inferred that 


N Teds sect bor ae 


: e > he 
: Shee cs tAGt ie: 


. > ca uv f pe ' ‘, a a a> sey ; in ‘A 
s ® . ' fre 32 fests é 7 Ae FA : 10 wae ; Loy ; 
. ad 4 : M 7 ’ \ te 
0) ae 
‘ * ys Py nw ~ 4 - 
OM Bhat tum sly eget sith slants “Bag! Vee 
7 i ba ‘ _ 
; u ‘ a 
’ 7 7 ™ } 
af uh) 4 bin oe ¢ ‘ + ¥Ae> oe Sie r Tete i 
RUE PR RAC CPE aa ene Es eee ee we & S ceca 
i ies 
bap { 
! 5 y a é of ‘ 
PAD E) k SI) 2 ey Sh tay L ,fOietGeore ia. 
g 1 7 a 4 : 
o nif 7 
A a ae 
he . = “4 Pt | ‘ ' 
oO aes be ee ae aan 5 Lm it hie tous, Lor ie ie) 5 
by Fe re x 
f aa 
ra ‘Y 
1 yee " } ¥ Fr we 
ex Pew ie ee] = i | 
net #4 ag tts + Sens ae ae ve 
P } 
= v 
f F i 
A fe eles He +4 ee MP nara? ol.) 
pa vee PE OTE. SAAT R SO «Ms ae 
4 by a 
mae y V 
ids 9 © ss ¢ cw 
; ma UE Gea quads YL Sti a Vi 
| @ 
fa 
? t 
7 ‘ rn 4 j A on ia 
3 Senk. on 103 tja el notaalmaned ‘ 
ay “ pF on 
Fit} ! } OO GRS ; . 
* 
2 ’ 
o> ee ? . 4 
‘ " od, i fot nl 
nf CUP Ie J : yo ee £0 8s" Oe OL foe 2h 
vw 
1 j co Phe i : t > <n rn F bes . 
é Lys pad IDE ae ol i ee Moo rs J ei Led ; 
x i 
; P ¢ eee , a 
Pree | tg : 2 bate Ae ren Hae xe i ory a0 e 
‘ 
: r 
ie 
’ 
Ly 8 a 
7 i : 
, ‘ 


| thee fone rib oh nt am A a oe i. , Fi « | 
+P Le Sh, LORS +t ae SAO MS CAE Hiewroed te Pigs oisiim Af 


‘A> £ Genie reer sii eee 
i i re ee Snbqa tiie ipaaiig oft, To ek? tang aay ne 
| Cel vOngah pak Neat eda hak loge 4a Ghost ieee “ 


ne yi 


dete hove 


| = 7 
ie 
ei 


- 15437 - Mr. Jefferson 


Canada is penalized to some extent because she has only 
two main lines of railway as contrasted with the United 
States? 

ye I would not say they are penalized because it 
is very difficult to deal with a subject of this kind 
without knowing the instances that they are complaining 
about. To me, if I may say so, I think a lot of it is 
more or less imagination. I think that we have interchange 
facilities to-day in Canada at all the places where we 
need them for the movement of the traffic that we have. 

Q. But you have suggested that the facilities are 
so very much greater in the United States as a result of 
several lines of railway and the difficulties of getting 
a Similar arrangement in Canada because we have only two 
lines of railway, and I wondered whether some penalty 
was not involved? 

A. Perhaps you have misunderstood what I said. 
What I said was in the United States when they make mileage 
scales of rates they make them in the first instance for 
two-line hauls rather than one-line hauls because they 
have so many multiple hauls whereas in Canada we have 
more Single-line hauls, and when we have multiple line 
hauls we charge higher than the single-line rates. 

THE CHAIRMAN: Q. Then that would be 
conducive to lower rates? 

A. I think it is a benefit that Canada has compared 
with the United States. 

COMMISSIONER INNIS: Q. Does it permit, for 
example, of market competition on the scale which is 
characteristic of the United States? 

A. Does it prevent it? 
Q. Does it permit? 
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Q. Of market competition between various regions 
in the sense in which it seems to be true in the United 
States? 

A Well, I do not think that Canada is at any 
disadvantage in that respect because there are very few 
points df importance in Canada that are not served by 
both railways. There are not an awful lot of important 
points in Canada that are not served by both railways. 

MR. FRAWLEY: Q. Lethbridge is a pretty 
important little town? 

A. Yeo, buy iv is: only’ one. 

Q. Oh well, Mr. Jefferson, the whole of northern 
Alberta is served only by the Canadian National? 

A. I am speaking of the important points. 


MR. CARSON: Thank you, Mr. Jefferson. 


(Page 15439 follows) 
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MR. FRAWLEY: That is why I mentioned Lethbridge, 
because Lethbridge is a growing town. 

COMMISSIONER INNIS: Q. The other point is: 
It is not the question of importance which worries me 
particularly, it is the great number of unimportant points 
which may want to get into different markets? 

A. I do not know what the unimportant points you 
speak of would have to ship in any volume to unimportant 
points on another railway, 

Q. I was thinking of the extent, for example, to 
which pulpwood was shipped in Northern Ontario. 

A. Pulpwood would move to points where the mills 
are located. And the large percentage of mills are 
located at competitive points. It is true you will fina 
some mills which are not located at competitive points 
such as Hawkesbury, Ontario, or Three Rivers, Quebec, 

Now, Hawkesbury would no doubt, as far as it 
could, draw all of its wood from points on the Cenadian 
National Railways, because that is the railway which 
serves if. 

Three Rivers, on the other hand, would draw 
its wood from points on the Canadian Pacific, because 
the Canadian Pacific is the only railway which serves it. 

But we have a lot of joint rates on pulpwood 
into Three Rivers from points on the Canadian Netional 
Railways, 

Q. You would not say there is a tendency for each 
railway to build up a little sphere of interest in 
regard to particular pulp mills it is serving, and in 
regard to stretches of line on which the pulpwood is 
produced? 

A, No, sir. We make joint rates for pulpwood 
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Canadian National, and the Canadian National would 
make joint rates for pulpwood moving off their line 
to mills served exclusively by the Canadian Pacific. 

Teke Espanola, if you like, where there is 
@ large woodpulp mill. We have rates from points on 
the Canadian Pacific to Espanola, and also to points 
on the Canadian National to Espanola via Sudbury and 
via North Bay. 

Q. Would those through rates be the same as 
Single line rates? 

A. They would be higher than single line rates, 
but made by agreement between the railways and the 
woodpulp producers, yes, sir, 

MR. CARSON: Q. Now, turning to page 95, 
the next part of the brief deals with: 
"Prior Approval of Rate Changes by Board 
of Transport Commissioners for Canada." 
Would you please review pages 95, 96 and 97 because 
I believe, as a traffic officer of long experience, 
you have some very decided views on this subject. 

A. One of the suggestions made to this Com- 
mission is: 

", . . before a new rate is made effective or an 

old rate changed, particularly special or com- 

petitive rates, the railways first sstisfy the 


Board of Transport Commissioners of the necessity 


and pratt tanits ty of such..." 
action. 

Another suggestion is that once a rate is 
established it should not be withdrawn without first 
obtaining the approval of the Board, 

In my opinion, if these suggestions are 


carried out, it would be a backward step and. would 
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stifle rather than assist both industry and the railway. 
I think I am correct in saying that industry 


in itself would vigorously Oppose such legislation, 

Q. Why do you say that? 

A. The best answer I can Zgive.is to read from the 
bottom of page 95 and pages 96 and 97: 

"In the view of Canadian Pacific, any such | 
legislation would not be in the interests of either 
the public or the railways. Moreover, such 
legislation would in all likelihood be opposed by 
industry in general throughout the country. 

The necessity of the railways submitting full 
particulars of each and every rate change to the 
Board of Transport Commissioners for their approval 
prior to the tariff publication would result in 
substantial delays in having rates made effective. 

Publication of commodity rates and competitive 
rates generally require prompt action. This is as 
much to the advantage of shippers as it is to the 
railways because delays in having rates established 
would impede shippers in reaching or developing 
new markets, 

When new industries are being developed one 
of the questions to be determined is that of the 
freight rates which will be available to it when 
required. It becomes essential both from the 
standpoint of location and from the standpoint of 
preliminary calculation as to whether the industry 
can afford to go into business in the face of 
existing competition, to know quickly what its 
rates will be. Under the proposal as made to 
your Commission, the railways could not make any 
firm quotation upon which an industry could rely 


unless it first obtained the approval of the 
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Board. Not only would this cause delay but it 


would prevent conversations taking place between 
the industry and the railways with a view to 
having an even lower quotation made. The 
interjection of the Board into discussions of 
this kind before it was definitely known that 

the rate would be utilized would effectively 
prevent industry having advance knowledge of such 
matters, 

In some cases the first quotations made by 
the railways will be the subject of further study 
and negotiation and in the result the whole 
‘procedure of establishing such rates would be 
greatly delayed by the intervention of the Board. 
After the rate is published, the same procedure 
would require further intervention of the Board 
before the rate could be removed even though it 
should be discovered that the rate is not in 
fact being used by the industry for which it was 
published. 

Rate quotations are also made to various 
industries to enable them to make bids for 
business. Some of these quotations are ultimately 
withdrawn as the rates are not required to be 
published. It would be an unnecessary burden 
in the opinion of Canadian Pacific on both the 
Board and the railways if such quotations had 
first to be submitted to the Board for approval, 

Moreover industry on the other hand might 
in the delay which would ensue from getting the 
approval, be unable to bid for the busipess 
involved and the business would then be lost to 
the industry requesting the quotation. 


As to rates which have become obsolete or 
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upon which no traffic is moving, the necessity for 
obtaining the prior approval of the Board to their 
removal or cancellation would, in the view of 
Can@édian Pacific, be an unnecessary waste of time 
and expense. Similarly, in the case of competitive 
rates, where the competition was no longer such as 
to require the rate to remain in effect, the rail- 
ways would lose considerable revenue owing to the 
delay in obtaining the approval of the Board. 

The present practice, in the view of Canadian 
Pacific, is much to be preferred over the proposed 
alternative. Carriers may publish reductions in 
rates on three days! notice to the Board of Transport 
Commissioners and increases, except in the case of 
standard rates, on thirty days' notice, Any rates 
sO published can be attacked at any time either 
before or after they become effective and all 
interested parties, including Boards of Trade and 
shippers! organizations, can obtain copies of all 
tariffs and supplements so filed by having their 
names placed on tariff mailing lists maintained by 
the railways. They are, therefore, in a position 
to oppose any increase in rates or cancellation of 
existing rates well within the thirty-day period 
by merely filing a protest with the Board, In 
proper cases the Board may actually suspend, and 
in many cases has suspended, proposed increases in 
rates before they became effective, pending 
investigation and hearing of the complaint, 

One aspect of the matter which is not 
infrequently met by the railways is that of con-= 
fidential inquiries through persons contemplating 
establishing industries. These persons would not 


desire to have their plans made public until a 
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final decision regarding their plans has been 

made. If the Board had to be brought into the 

matter and other persons notified, it might 
prove embarrassing to the industry." 

COMMISSIONER INNIS: Q. Do you think a 
division could be made with regard to the regions? 
That is to say, on page 95 the various witnesses 
referred to suggest that some sort of regional dif- 
ference exists in the point of view, for example, in 
Central Canada the Canadian Manufacturers! Association, 
and so on, 

Ane can see the importance of the speed with 
which you can get your information, and so on; but in 
the Prairie Provinces, they seem to have been more or 
less unanimous that the Board should be required, or 
that sters should be taken only after due notice, 

Do you think there is any reason in dividing? 

A. I do not think that the situation in the west 
is any different than the situation in the east. 

Q@. If you are concerned with wheat products or 
livestock, or agricultural products generally, would 
not that be rather so, from the point of view of 
industry, or the plants such as you have outlined? 

A. If we were going to increase the rates on 
livestock, you mean? 

Q. Or whatever changes you are going to make? 

A, It depends on what we have in mind. Now, 
take livestock. You have a general basis of livestock 
rates, and you would not reduce the livestock rates 
for a man in order to give him an advantage over 
another livestock shipper. 


Q@. No; that is what I said. There does seem to 


be a difference, 
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A. But you would have the same situation in 
respect to a manufacturing industry. I do not care 
what the commodity is. 

Let us say they are making washing machines 
at some point; and someone else wants to build a plant 
at another point, to make washing machines, and he comes 
in and asks you for rates, 

The railways themselves would not give that 
man any rate on his washing machines which would not be 
fair and comparable with the rate which his competitor, 
who is making washing machines, would pay. 

Q. I understand that, There is no difficulty 
there with an industry of that type. I am thinking 
rather of the difference in the point of view put 
forward by the Canadian Manufacturers! Association. 

A. We do not disegree with the Canadian 
Manufacturers! Association. 

Q. But they put that forward in their brief. 

A. Oh, you mean with respect to prior approval? 

Q. No; with respect to your general arguments; 
they rather support your position. 

A. Yes, sir. But my feeling is that the railways 
should be left free to make rates, just as they are 
today; and then, after they are published, anyone has 
the right to complain of those rates, whether there 
1s a reduction or an increase. 

Q. I was wondering if there was not a difference 
in the problem as you have outlined it, and as it has 
been made by the highly industrialized communities? 

A, I do not think there is any difference, 
whether it is a manufactured product, a raw material, 
or an agricultural product, 


Q. You do not? 
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A. I do not think there is any at all, no, sir. 

MR. EVANS: Perhaps I might suggest to 
Dr. Innis that the unanimity of which he speaks is 
probably a synthetic unanimity. I was going to suggest 
that you cannot assume there is unanimity, because the 
other two are not complaining and are not present here. 

COMMISSIONER INNIS: But there is apparent 
unanimity between the two points of view. 

MR. EVANS: The unanimity which you spoke of 
in the west that this shonld de done <= I suggest to you 
that the unanimity is not the unanimity of those who 
are directly interested in the producing and shipping 
of those commodities, but rather the unanimity is 
presented through the provincial governments who claim 
to represent those people, but who, in fact, have only 
&@ mandate through the fact that they have been elected 
at the last election, 

THE CHAIRMAN: And are trying to be re-elected 
at the next election? | 

MR. EVANS: Quite so, my ,lord, 

THE CHAIRMAN: . We shall take a few minutes 
recess. 

---Recess, 
---Upon resuming: : : 

MR. FRAWLEY: My lord, I understand that while 
I was in the corridor consulting with Mr. Shepard, some 
question was raised as to whether the provinces are 
properly before this Commission. 

THE CHAIRMAN: Well, if it was raised, I did 
not hear it. No, I think what you must have in mind is: 
that Mr, Evans pointed out that those who were said to 
be the complainants are the provincial governments, who 


attempt to speak for the people of the provinces. 
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MR, FRAWLEY: Before the Board of Transport 
Commissioners? 

THE CHAIRMAN: And that there may be others 
who are in a different state of mind, but who are 
inarticulate here, . 

MR. FRAWLEY: The inarticulate people are the 
consumers, and I am speaking for them. | 

THE CHAIRMAN: The indication was that the 
inarticulate people might have a different view. 

MR. FRAWLEY: I am speaking for them and I 
take the responsibility of speaking for the consumers of 
the province of Alberta, 

MR, CARSON: The articulate ones to0? 

MR. FRAWLEY: Yes; both the inarticulate as 
well as the articulate ones. 

MR. CARS@N: Well, I would say that was the 
biggest brief I have ever heard of, 

MR. CARSON: Q. Coming to the question of 
"Minimum Rates" on pages 98 and 99, what have you to 
say on that subject, Mr. Jefferson? 

A, I would like to read pages 98 and 99. 

Q. Yes? 

A. "Thts subject was brought to the attention of 
the Royal Commission in the submissions of the 
British Columbia Government and the Paper 
Manufacturers and Converters of British Columbia 
and was dealt with in cross-examination of the 
witnesses, 

Suggestion was made to the Commission that 
the Board of Transport Commissioners, in addition 
to prescribing maximum rates, should also prescribe 
minimum rates below which the railways could not 
go, The inference was that with minimum rates 


prescribed by the Board the railways would be 
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prevented from carrying any freight at a loss 
in Eestern Canada under the competitive rates. 

The Board already has this power under the 
Railway Act which provides that rates shall be 
Just @nd reasonable, This means just and reasonable 
to the railways as well as to the shipping public." 

THE CHAIRMAN: Q. Pardon me for a moment. 

Do you think that means that the railways could control 
a given case? Suppose the rates are unjust and 
uareasonable to yourself, therefore you must increase 
them? Is that what you mean? 

A. We mean that they must be just and reasonable, 
and that if they are too low, there is a disadvantage. 

Q. In respect of whom? 

A. In respect of other shippers. 

Q. If you put it on that basis, I understand it, 

AY Yes, girs 

Q. But the brief says it means just and reasonable 
to the railways? ” 

A. Yes, sir. I think I have explained what is 
meant, 

Q. But it really means "to other shippers"? 

A, Yes, sir, 

"Tn the opinion of Canadian Pecific, no useful 
purpose would be served by having specific pro- 
vision made whereby the Board would prescribe 
fixed minimum rates below which the railways would 
not be permitted to go. 

It 1s not practicable to fix a floor for 
general application throughout Canada or, for that 
matter, within any one section of the country. 

Any attempt to fix minimum rates would 


presumably have to take into account and perhaps 
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€ven be based on out-of-pocket costs. Such oute 
Of-pocket costs would be difficult to determine, 
would vary as between regions and as between dif- 
ferent types of traffic, Moreover out-of-pocket 
costs vary from year to year not because of 
variations in traffic volume and in the flow of 
Orartio | 

Canadian Pacific accepts the general rule that 
it is inadvisable to fix any rate below oute-of- 
pocket costs and fully realizes that in most cases, 
the fixing of such a rate will reduce the total net 
income of the Company and thus result in a tendency 
towards an increase in rates in other forms of 
traffic. It does not, however, believe that in view 
of the different regional costs and of the dif- 
ferences in circumstances as related to the volume, 
direction and character of traffic, it is either 
feasible or practicabie to establish @ minimum or 
& definite percentage of maximum rates below which 


the railways could not go." 


(Page 15459 follows) 
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Canadian Pacific is prepared to have its Freight 
Traffic and Accounting Officers confer with the 
technical staff of the Board of Transport Commissioners 
to review the general principles to be used in 
calculating out-of-pocket costs. In the submission 
of Canadian Pacific such consultation would accomplish 
all that could be done in any event and it is not, 
in the view of Canadian Pacific, necessary that there 
be any legislation to bring this about. 

MR. CARSON: Now, have you any further 
comment on that part of the Brief? 

ee NG easat. 

COMMISSIONER INNIS: I would like to come 
back for a moment, Mr. Carson, to the section on 
prior approval of rate changes and in particular on 
page 97 where you refer to the three days notice 
to the Board and then thirty days notice. 

A. Three days notice to the Board for a 
reduction in rates, yes, sir. 

Q. Yes. I am just wondering what the implications 
are. It seems to me it might be as injurious to a 
competitor to find the rates were being reduced to 
assist someone else and he knew nothing about it 
until the whole benefit had been carried through. I 
can see aS much damage might be done by lowering 
the rate as by raising it. 

A. Yes. 

Q@. And you allow thirty days notice in the 
case of raising and only three days in the case of 
lowering it? 


A. The Railway Act provides for three days in 
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the case of reductions and thirty days notice in the 
case of increase in rates. 

Q. And you don't think that any clange is 
warranted in the question of reductions? 

A. I don't think SO, because we have HOG. J 
must say, experienced any difficulty. 

Q. You have never had complaints from com- 
petitors who felt that they were prejudiced by a 
sudden reduction? 

A. No, sir. I won't Say we never had any, 
but I say we never had any of any consequence or 
anything important. I don't know of one for years 
where anyone has filed a complaint of a reduction 
in rates. As you say, it would be in the case of 
where an industry thought it was being injured by 
doing something for another industry. 

Q:. Yes. 

A. Well, we, as railway people, we try to 
avoid that. We would not want, if we could help it, 
to make a rate for one Shipper that we did not think 
another shipper could have. 

Q. And you think your general interest involves 
Sufficient protection? 

A. Yes, air. 

MR. CARSON: Q. The next subject you are 
going to deal with in Part II is the subject of 
reparation. 

THE CHAIRMAN: Subject of what? 

MR. CARSON: Reparation which is dealt with 
commencing with page 106 of Part II and running through 


to 117. Now, would you please comment on this subject, 
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Mr. Jefferson? 

A. Well, I am very much Opposed to any amend- 
ment to the R ilway Act which would authorize the 
Board to award reparation. My reason for this is 
that in my opinion reparation is nothing more than 
a legalized rebate which could be grossly abused. 
Certain witnesses before this Commission who favour 
reparation in Canada agreed that if this was done it 
Should work both ways. In other words, where a 
rate was found unreasonably low, that the railways 
should be permitted to apply a Subsequently published 
reasonable rate retroactively and collect back 
charges. I am not in favour of reparation, whether 
it be in favour of the shipper or whether it be in 
favour of the railways. 

MR. CARSON: Just a minute, Mr. Jefferson. 
THE CHAIRMAN: Do I understand that some- 


body suggested that? 


(Page 154 63 follows) 
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THE CHAIRMAN: Do I understand that somebody 
Suggested thst? 

MR. EVANS: I do not know thet they suggested it. 
I think under cross-examinstion they indicated that they 
thought it would not be fair to work both ways. 

THE CHAIRMAN: Because the rate which turned 
out to be too low had been fixed by the railway itself 
in) the’ firsteinstance? 

MR. EVANS: Yeso--- 

THE WITNESS: Not necessarily; it might have 
been fixed by the Board. 

THE CHAIRMAN: Yes, if it is 9 standara rate, 

MR. EVANS: Not necessarily 9 standard rate -- 
on an application for an increase. 

THE CHAIRMAN: Well, if it applied only to 
rates which sare fixed by the Board, I understand it, 
but if it spplies to all rates, even those fixed by 
the railways 3 - themselves, then I do not understand 
be 

THE WITNESS: Well, what I hed in mind, subject 
to Mr. Evans! views, whet I had in mind was thet if 
Some one complained of a rate and it was found that the 
rate was not reasonable. 

THE CHAIRMAN: It was too high, you mean? 

Ate First, if it was too high. 

MR. CARSON: That is on the rebate side, 

A. That would be on the application of 2 shipper, 
we will say, and we were ordered to reduce it, then the 
Shipper would say he wants reparetions back to shipments 
over a certain period. Likewise, if some one complained 
to the Board that our rate was too low end the Board 


ordered us to increase it, we say we should be able to 
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collect higher charges back over 8 period. 

THE CHAIRMAN: Even in 2 case where you 
yourselves fixed the rete? 

AS Yes, sir. If freight hes moved and the 

transaction closed it would in my opinion, except in 
the case of an error in the rate be neither reasonable 
nor proper to expect the railway to make refunds or ZO 
back to some Shipper, say, two years after the trans- 
action was closed, and collect edditional freight charges, 
The legal published rate is the one on which the terms 
of sale are arranged end should be the rate upon which 
the freight charges are collected. If an error is made 
and the legal rate not assessed, the railway without 
question promptly refunds any overcharge as it has no 
authority to collect cherges at any other than the legal 
published rates, 

MR. CARSON: Have you anything further to say 
on this Subject, Mr. Jefferson? 

AR Well, I would like to read from the middle of 

Page 114 to the end of Page 116, 

Reperations are in essence legalized rebates. 
In the United States large shippers can use the right 
to reparation in a way in which that right was never 
intended to be exercised. For example, if a rate is 
negotisted by agreement between the Shipper and the rail- 
roads and is not put into effect quickly enough to be 
applicable to the first movement of traffic, it is 
possible for a large Shipper to put pressure upon the 
railroads to have them apply to the Interstate Commerce 
Commission for permission to refund the difference be- 
tween the rate in effect prior to reduction and the 


reduced rate. These refunds can be made with the permission 
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of the Interstate Commerce Commission on the joint 
application of the railroads involved, who must, of 
course, on such application, take the position that the 
prior rate was unreasonably high. If a smell shipper 
were involved or if the competition for the Shippers! 
traffic were less active, the railroads might resist 
the application for reparation and in many cases it 
would be impossible for the Shipper to demonstrate that 
the rate prior to the decrease was in fact unreasonable, 
Thus, the larger Shipper may succeed in obtaining re- 
paration where a smaller Shipper would fail to do so. 
Cases of this kind sre quite as objectionable as the 
practice of making rebates which existed in Canade prior 
to the passing of the present Railway Act in 1903, 
Canadian Pacific does not Suggest that such a practice 
is widespread in the United States or that it would 
become so in Canada. What it does Suggest is that the 
temptation to use reparation in competitive situations 
might prove difficult to resist when large shippers 
are involved, 
COMMISSIONER INNIS: Heve you any specific 

information as to large Shippers? Is this a generalization? 

A. It is just a general term of a large shipper 
8S compared with a small shipper / 

Q. But there are no cases to which you can refer? 

A. No. You might refer to Shippers who have 
interests all over Canada as compared with a shipper 
having an interest only at one place in Canada. 

Q. I am thinking only of the United Ststes. 
Where you mentioned a large shipper I wondered whether 
there was any evidence as to who the large shipper was? 

AS Well, in the old rebate days they always con- 


Sidered the packers the largest shippers. 
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Q. They were the major offenders? 
A. Yes, sirs 
MR. FRAWLEY: The biggest case is the United 
States Government who sre now Suing the American railroads 
for a lot of goods they Shipped up to the Alsska Highway. 

A. That 1s an Bpdldcation. ror reparation, 

Q. But it is whet you were discussing? 

fx Yes’, sir; 

THE CHAIRMAN: What is the point? Were they 
charged too much? 

MR. FRAWLEY: I understand they ere suing for 
millions of dollars of overcharge. 

AY I would say billions, 

Q. On goods they shipped by the railway to the 
Canol pipeline and the Alaska Highway? 

ne Not only there. 

Qe No, not only there but that was one of the 
big instances of goods that moved to the railhead at 
Dawson Creek. I must leave it in the lends of the 
railway ss to whether I am right or not. Is it not 
correct that there are pending suits or applications? 

A. There ere applications before the Interstate 
Commerce Commission for reparation on a lot of materials 
that moved within and to end from points in the United 
States during the war years. 

THE CHAIRMAN: But you say "3 loss of materials"? 

A, On the overcharge of freight rates. The parties 
making the application for reparation, which is 8 branch 
of the United States Government, considered that the 
rates which they were charged during the war were un- 
reasonably high. 


Q. But this is a loss of goods which is another 
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thing. 


‘A. It has nothing to do with loss -- lots of 


material, 


MR. CARSON: "Lots of material" was shipped? 


A. Yes, sir, not "loss of material", 


(Page 15468 follows) 
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MR. FRAWLEY: Q. What I was asking Mr. Jefferson, 
if you do not mind letting me pursue it for a moment, was 
whether or not the application for reparations did not 
include commodities such as war materials and materials of 
vane which moved up to the railhead at Dawson Creek? 

A. I have never seen the details of the applications. 
I do not know what particular shipments are involved in the 
applications for reparation. 

Q. If you have not heard it then I would think there 
is nothing in what I am suggesting because you would be a 
party to it if it moved to the railhead at Dawson Creek, 
would you not? 

BY, We might be a party, but I might not see it. 

Q. That is true. You do not know whether or not 
you are a party to any of these proceedings? 

A. I know we are a party but I have never reviewed 
them. 

MR. EVANS: Perhaps I can help my friend Mr. 
Frawley. There were claims made in respect of goods 
handled over the Alaska Highway, and through agreement with 
the United States roads the questions were left to them 
to discuss with the United States government. Whether 
some of these things are now involved in this big litigation 
involving up to $2 billion I am not aware, but I do know 
there are claims now pending by the United States govern- 
ment which, if given effect to, would involve about 
two or more billion dollars. 

THE CHAIRMAN: Billions? 

MR. EVANS: Billion. 

COMMISSIONER INNIS: Those would only concern 
your lines in United States territory? 

MR, EVANS: Yes. Even where we are involved in 


a through haul we have never submitted to the jurisdiction 
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of the Interstate Commerce Commission to award reparations 
in respect of the haul within Canada. 

THE CHAIRMAN: Q. Mr. Jefferson, can you give 
me some information about this statement here? there is 2 
reference at the top of page 115 to the objectionable 
practice of making rebates which sxieted in Canada prior 
to the passing of the present Railway Act in 1903. 

A. Yessir 

Q. You seem to think what is suggested now by these 
different people would bring back a practice of the same 
sort as that which existed prior to that time? 

A. Of the same sort in a different manner. 

Q. Before the Board was constituted, before the 
present legislation was in effect, what was the matter 
complained of? 

A. I cannot speak from personal knowledge because 
I was not in the railroad business then, but I am told 
that some shipper, we will say in Toronto, would come to 
the railways and he would want a rate on a volume of goods 
to move to Montreal, and the two railways would agree on 
the rate, but one of the railways would say to the chap, 
"You ship your goods my way and I will rebate you one or 
two cents a hundred after they move." 

MR. CARSON: Q. That is before your time? 

A. Yes. 

THE CHAIRMAN: Q. Of course such a practice is 
impossible now, is it? 

A. That ia right, yes, sir. 

MR. CARSON: Q. Will you go on? 

A. The experience in both Canada and the United 
States, before regulation of freight rates became 
effective, and when rebates could be made, was that re- 


bates were obtained almost exclusively by the large shippers, 
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whose volume of traffic enabled them to exert pressure 
on the railways. The small shippers, who were not in a 
position to enforce demands for rebates, had to pay 
higher freight charges than their large competitors. 

It is submitted that the remedy of reparations 
is a remedy far too drastic to be warranted by the showing 
of those who propose it. The fantastic extent to which 
demands for reparation can be carried is Shown by appli- 
cations recently filed with the Interstate Commerce Com- 
mission on behalf of the United States Government, in 
which reparation estimated to amount to between two and 
three billion dollars is asked for on traffic that moved 
during World War II. These applications are being 
Opposed by many shippers! organizations in the United 
States, who contend that the granting of such reparation 
would bankrupt many of their railroads, would result in 
materially increased freight rates, and would make it 
impossible for the railways to provide the facilities 
necessary to meet the transportation needs of their country. 

The witness Brown, appearing for the Canadian 
Manufacturers' Association, was aware of the fact that 
reparations cases now pending before the Interstate 
Commerce Commission on behalf of the United States Government 
involve sums of money sufficient o bankrupt the major 
carriers. (See page 5907 of the transcript). 


THE CHAIRMAN: We will adjourn until to-morrew 


morning. 


(The Commission adjourned at 4.30 p.m. to 
meet again Thursday, February 16, 1950, at 


10.30 a.m.) 
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Ottawa, Ontario, 
Thursday, February 16, 1950 


MORNING SESSION 


CO. FE, JEFFERSON, RECALLED 


EXAMINATION BY MR. CARSON (Cont'd) 

Q. Mr. Jefferson, you were reading last evening 
from the part of the Canadian Pacific submission dealing 
with the subject of reparations, and you had read to the 
bottom of page 115. I think you planned to read from 
page 116. Would you resume your reading from 116, ‘ 
please? 

A. Yes, sir. 

One further matter which distinguishes the 
United States conditions from those obtaining in Canada 
is the fact that there are in the United States numerous 
connecting railroads in competition with one another. 
These railroads tend, by combining together, to create a 
large number of alternative routings. Under the law in the 
United States, the rate applicable via the various routings 
is determined by a rule which prescribes that the rate may 
not exceed that obtaining by the shortest route over which 
the traffic can be moved without a transfer of lading. 
It therefore follows that there may well be rates 
published over many different routes and that the rail- 
roads in publishing such rates may overlook the lowest 
combinations of rates available to the shipper. A 
large shipper with an active traffic organization may, 
in such circumstances, in many cases discover lower com- 
binations of rates by other routes. Having discovered 
such a lower combination only after considerable traffic 
has moved, a shipper under the practice in the United 


States becomes entitled to have reparation if he can 
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establish that a lower applicable combination has in fact 
been found. 


No such condition exists in Canada. In 


relatively few instances are more than two railway companies 


involved in a through movement and the alternative rout- 
ings are in many cases not available. Moreover, there 

is no such rule in Canada as that referred to by which the 
lowest combination over any route is to prevail although 
the suggestion has been made to your Commission that 

such a rule ought to be adopted. The position on 

this question will be discussed in another section of 

this submission. 

COMMISSIONER ANGUS: Could that argument not 
be used both ways? It might be used to show that repara- 
tions create difficulties in the United States which would 
have no counterpart if reparations were given in Canada 
because this particular type of reparation could not arise 
in Canada. 

MR. CARSON: I would think so. 

THE CHAIRMAN: Please tell me this. Perhaps 
we have heard it already. What happens in the United 
States? The Commission orders the payment of the 
reparations? 

THE WITNESS: Yes, sir. The machinery is this, 
that an application to the Commission is made by a shipper 
for reparation, and in granting reparation, if it is 
granted, the Commission issue an order permitting the 
payment. 

THE CHAIRMAN: Q. An order on the railway to 
pay the shipper so much money? 
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court order? 

MR. EVANS: Certainly if it is not it could be 
sued on, I think it is a direct order of the Commission 
to pay, and I think they are always paid. 

MR. CARSON: I shall have to have that looked 
up, Mr. Chairman. 

THE WITNESS: If reparation is authorized it 
should work both ways. For example, if an increased 
rate is suspended and Subsequently found to be reasonable, 
the railways should be authorized to collect, and shippers 
required to pay, charges on all Shipments that moved 
during the period of Suspension on the basis of the 
increased rate which the Board finds to be reasonable. 

MR. CARSON: Q. Is there another part of this 
subject you wanted to read from the brief on? 

A. I was going to read the last paragraph on page 
ELI 

In practice, legislation giving the right to 
reparations is open to many abuses. For example, certain 
Freight Claim Bureaux undertake the checking of freight 
expense bills and the bringing of claims for reparations 
in consideration of a percentage of the amount recovered 
from the railways. All the unsavoury aspects of 
champerty arrangements are implicit to these activities 
and should not be encouraged at the expense of the raii- 
ways and the users of their services who must in the 
final analysis pay the over-all costs of the railways. 

COMMISSIONER ANGUS: Q. Was there not one 
suggestion in connection with reparations in Canada that 
has not been explicitly dealth with, a suggestion that 
they might go back merely to the date at which the com- 


plaint was made to the board that the rate was unreason- 


able? 
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A. That, I suppose, would depend on the legislation, 
if there was any legislation, how far back they would 
permit. 

Q. But would not many of these evils that may exist 
in the United States be excluded if the reparations merely 
went back to the date at which the Shipper challenged the 
rate? 

A. Yes, but that would not meet what the shippers 
are asking for because when the application for reparation 
is made the shipment may have ended, and there would be no 
use in the application for reparation. They want 
reparations on a past shipment prior to the date of the 
application. 

ar Yes, and I see this is an answer to that? 

Ais Yeu, Six. 

Q. And then they have a sort of second request, that 
if we may not have reparations for past shipments may we 
have reparation merely as from the time at which we 
challenged the rate. Is there an answer to that? 

A. I suppose the answer to that would be that on 
complaint to the Commission that a rate is unreasonable 
and the commission found the rate unreasonable and ordered 
a reduction in the rate, and three months or six months 
elapses from the date of the application to the Board 
and the date of the Board's decision, that it would be 
for that period only. 

Q. Would you object to reparations on that basis? 

A. I would object to reparations on that basis on 
the same grounds, that if we filed a tariff increasing a 
rate and a shipper or some organization applies to the 
Board for the suspension of the increase, and the Board 


may take three months, six months¢@ a year in determining 
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whether the increase should be applied, and we would not 
get the increase for the time that it was under suspension. 
Q. You would say this should work both ways? 
A. Yés, eiry 
Q. But if it were established and worked both »::- 
ways would that be bad? 
AS I think that would be unsatisfactory to the 
public too because they only want it to work one way. 
Q. A good many of the witnesses on cross-examination 
Said they were prepared that it should work both ways? 
K, Yes, that is true; there were two or three 
witnesses who said that. 
MR. CARSON: Q. Now, the next part of the brief 
deals with the long and short haul rule commencing at 
page 118, and I believe you want to read from there down 
to page 126, Mr. Jefferson? 
A. Yoo; Sif, 
THE LONG AND SHORT HAUL RULE 
Part I of this submission contains a statement 
of the position of Canadian Pacific in relation to this 
question. However, in view of the extensive submission 
made by the Province of Alberta on this subject the 
following additional submissions are made by Canadian 
PaciELe . 
Alberta's brief consists of 151 pages, supported 
by a schedule containing rate comparisons involving 119 
additional pages. As indicated in Part I of this sub- 
mission, Alberta renews before your Commission the com- 
plaint it has made over the past many years and which 
was more particularly dealt with in the general freight 
rates investigation. Reference is again made to the 
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the passage at page 135 of that judgment. The quotation 
referred to appears on pages 91 and 92 of Part I of this 
submission. 

At the outset, Canadian Pacific points out that 
the submissions made by Alberta in its brief can avail 
nothing unless Alberta can establish that the rates to 
Alberta points are in themselves unjust and unreasonable. 
That is to say, whether the rule adopted in the United 
States is applied in Canada or not, the right of the 
intermediate point to have the benefit of the competitive 
rate must in the last analysis depend upon the reason- 
ableness of the existing rates to the intermediate point. 
The only real difference between what Alberta advocates 
and what is now the law in Canada with certain minor ex- 
ceptions to which attention will be drawn, is that a 
prior application must be made to the Interstate Commerce 
Commission for what is called fourth section relief. 

In the United States, the rule is that unless this relief 
be given, the competitive rates must be applied to the 
intermediate point. This does not mean that the com- 
petitive rate must inevitably be applied to the inter- 
mediate point. It means that an application must be 
made by the railways for relief, or else that rule will 
apply. 

Before dealing directly with the matter, the 
attention of .your Commission is drawn to the schedule 
of rates filed by Alberta in support of its brief. First, 
the rates included in the schedule do not reflect the 
increases made in competitive rates on 15th September, 1948, 
and subsequent changes in these rates. (See pages 90-93 
inclusive of Part I of this submission.) 

Secondly, the reduction in rates brought about 


i. 
on 


A 7 


‘ 


hs 
_ontesoue ae i Jt haeeghaat Pads Ro. art 6384, te sean ot oe 
4. d%6% to $v bree i? BSged mo siestds ot bortotod 
pares: Se: 


wf 


fend tuo atbmtog oF ttos4d netbeans:  tostpo. ent) #4 * rae 
6 F i ‘ e@ 


fheves wes ‘iotad edt ab) eed’ va SDAM Brod baie Lindaie ods a 


, 
or ot, ott ea | nl oe ‘ad ah icy my oe nd n -~ * 
OF Bolter oft tserld ABELAePSS it atl& aeelinn somtdtiog 
- ; 5 
r u . ¥ ht a ‘ oT 1) ba - 2 a = einer . . re 
-Sidonoesotm bar tavitte auviowiworld af oge aviioq- si vsdis 
' z i ; ** 
nee Liy eae ONS BENT ot iSoPOaM . 68 of) ek teat a 
és t 
| ~ 
may TS Sats jt SO to shan T Seiloqe Bf eerste yy 
xq 
’ 
“a ; , ; ‘ , ‘ ; ; We. - bys 
S svidijveamos oft to teteewd Say oad oe Julog etaibemistar 
» Wal ted a : a y Os 
a . ad 7 
a : Bi ci oo . 
) is “ROGST ok soqu bnegsh slayiaws Feel edd ct yaom ster 
al a% 


a ae f Lo ee Oe ee et ek ae a ca on, ae 5 hig % 7" ; 
ee tamOst f See Bowers pei Site og Es fae Risk TELS! SHG To3! seonelds. G 1 


. i — 


f - m _ j ‘ gp atelen af #8. ‘ -— ae “a ad , 
a eav BOOY as Sori Teaw ASeawrsd sone eR LSSe Yam s Nie Tsun) \ 
i : He 
pm) 
: as 73 Pook ap oe 1 if ~ ry we Page « 
: ~% rcat pi £00 BG DW SDbSos.) at wal ads worms ak party i77e 
¥ 
, 
: . er ene Ss i ‘ “4 . 4 wile, " a‘. fs 
i z ane oF aan Me, RY a. Pere pi irl '. oP acre. lt¢g } é 
FP i 
q a 
ty : - 4 , . \ 
SrIsmiog slatatsint edd -oc ob J3nm molteotligas sole 
es fF. arena ek Mateeae ta tipple! ak eee ee 
fH eiVliey MolzooR Aare CFL EO Bf CROW Sot voles tame). 
f : ‘ j 
teties aidé ceaheuw sey 23 LED Gs , Reset e bedi axe aT - 
" Brees rs Bee oe ney Sa pia ti ae Muss eae ee ree id aos a Lie 
i Vind OF POU OS cee oO Rati. Beaches ey Lee Soe | gett H ‘ehiovia od 
A) e ™ 7 
; 
y > cw ad poe path wit ee wag itaee he, 5 te ae os” ee ; bi é — fe deg, 2 
“M39 OS Jats gee ton edeh ehap ,wmiog age t harreecdtiye 
i its i 7 


~ 
ws 
or 
_ 
= 
ies 
od, 
pa 
a 
eh. 
i 
¥ 
ana 
pel 
# 
7 
i, 
es 
4 
a 


aw , -s «f af ; a : t 
TEP Bs waret LOWY oer i bom 


tite oive Jett sgle ao .tobben aot pemeiine dies on eke 
. a ao a a We * ~~ Est ws ” at! itt 
- up E poy me 
” Ye a 
af Nat ace emt ER cy . a 5 * ve 
sre t Siesdal OA if ¥ aia i a ee 8 es a H ie eS ; ay 


ae j : f 4 - a 
it sept cy = 2 vas «pe we * mgd eee It eee - p « } ‘ . : 
SLVOOnS She af aWerh 2 TOL ARCO D vee Lo. molsredds é 


eterkt boing atht Yo iregtie fw AE ee beiet Boden To, ? 
7 mo J9abt ot God of Ss tehstne Heise esiey odd | is 
ib soetie dqe@ S42L no eos os Pthteaa moo al ebew saasoront, 
Moe-Ok Seysq 268)". pada Seats of seas iaoupendua bao i 
| a mobeehiadsyy wind. te 7 Sora Re: oybentoat ' a 


hen nt notvorten; ae ween 


sui ry 
kes 


wi ; Wag vy 
Ay 
2) 


NP 


- 15477 - Mr. Jefferson 


by the elimination of the mountain differential pursuant 
to order of the Board of 23rd April, 1949, are not re- 
flected in the schedule. 

The importance of this is that the position 
with regard to the difference between the rates at the 
intermediate points and the competitive rates which are 
the subject of Alberta's complaint, has materially changed. 
The number of cases in which the rate to Vancouver is 
lower than the rate to Calgary, for example, has been 
substantially reduced. Moreover, there are not to-day 
any instances in which the sum of the rates from eastern 
Canada to Vancouver and from Vancouver to Calgary is 
lower than the rate from eastern Canada to Calgary. 

There I would like to say that the last sentence 
of the paragraph which I have just read is not correct 
to-day. 

THE CHAIRMAN: Q. What is that? 

A. Pardon? 
Q. Would you please repeat what you have just said? 
A. Yes sir. L. said: 

"Moreover, there are not today any instances 
in which the sum of the rates from eastern Canada to 
Vancouver and from Vancouver to Calgary is lower than 
the rate from Eastern Canada to Calgary." 

MR. CARSON: He is going to add something now. 

THE WITNESS: This statement, though accurate 
when written, is now inaccurate due to changes in rates 
since our brief was written. There are now about ten 
instances where the transcontinental rate to Vancouver 
plus the rate back is lower than the rate to Calgary. 


Mr. Harries pointed this out to the Commission at page 


12044 of the transcript. 
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THE CHAIRMAN: Q. There are about ten cases 
where the combined rates are lower than the straight 
rate to Calgary? 

A. That is right, yes, sir. 

COMMISSIONER ANGUS: Q. In these instances is 
the shipper to Calgary allowed the benefit of the combined 
rates? 

A. Yes, sir. He ships a car direct to Calgary 
and we do not charge him higher than the rate to Vancouver 
and back to Calgary. 

THE CHAIRMAN: Q. You do not charge him higher? 

A. ¥es,, sir, 

Q. You have just said the combined rates are higher 
than for the shipment which stops at Calgary. You have 
Just said that the combined rates are lower rather than for 
the shipment which stops at Calgary? 

A. That is right, to Calgary, but in practice we 
do not charge him more for a shipment. to Calgary than the 
rate to Vancouver and back to Calgary. 

Q. You charge him the same thing, do you, as the 
two shipments would amount to? 

A. I will give you an illustration with hypothetical 
rates. We will say the rate from Montreal to Calgary is 
$1.50, and the rate from Montreal to Vancouver was $1, 
and from Vancouver to Calgary was 40 cents, malging a total 
of $1.40, We would not charge on a shipment from 
Montreal to Calgary in excess of the $1.40. 

MR. FRAWLEY: Q. It depends on the minimums 
You will say something about what happens when the 
minimum is different? 


ye When the minimum is different -- 


(Page 15481 follows) 
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Q. The minimum must be the same to have the case 
which you have just instanced apply? 

A. Well, if the minimum to Vencouver wes higher 
than the minimum to Calgary -- 

MR. EVANS: You meen minimum weights? 

ae _Yes, minimum carlosad weights -- then the 
car would require to be losded to the weight of tne 
minimum to Vancouver. I will give you an illustration 
of that; if the minimum to Calgary was 40,000 pounds 
end the minimum in Vancouver was 70,000 pounds, the 
car to Calgary would require to have 70,000 pounds. 
Does that answer your point, Mr, Frawley? 

MR. FRAWLEY: Oh yes, that means the 70,000 
pound minimum car would be hauled to Vancouver and then 
the same 70,000 pounds would have to be hauled back to 
Edmonton to enable him to obtsin the cheap rate? 

a We would not haul it to Vencouver. 

Q. But that situation would have to exist before 
you would give him the combination of the rates? 

AN Well, I want to be clear on that now. If 
you wanted the car from Montreal delivered at Calgary, 
when it reached Calgary you would have to have 70,000 
pounds in the car, snd the * rate to Vancouver and the 
rate from Vancouver to Calgary would be protected without 
taking the car to Vancouver and back. But if a man 
shipped a 70,000 pound car from Montreal to Vancouver and 
it went right through to Vancouver snd then he wanted 
40,000 pounds of that car in Calgary, he could ship 
the 40,000 pounds back from Vancouver to Calgary and 
Still get the $1.40 rate, Is that clear, Mr. Frawley? 


Q. Yes, that is clear, Mr. Jefferson. 
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A. At Page 111 of Alberta's brief, the following 
statement is made: 

"We submit that this Commission should 
recommend thet long-and-short-hsaul discrimination 
in Canada be prohibited subject to the provision 
that the Board upon formal application of the 
carrier seeking to practice long-and-short-haul 
discrimination, after hearing mey allow such 
discrimination provided that the carrier 
satisfies the Board that: 

1. There is active and compelling competition 
at the competitive point which is beyond the 
control of the applicant carrier and such 
competition is absent at the intermediate point. 
2s The rate which is proposed for the 
competitive point more than covers the ad- 
ditional expense incurred by the traffic to 
which it applies, 

Be The rate to the intermediate point is 

just and reasonable, 

4, The rate to the competitive point is not 
lower than necessary to meet the competition. 

ar The carrier can show 3 reasonable expectation 
of improved net earnings as a result of charging 
the competitive rate," 

It is important to examine the five principles 
which Alberta submits should be applied in measuring the 
propriety of the transcontinental competitive rates, 

As to the first of these, thst there should be 
active and compelling competition st the competitive 
point, Canadian Pacific points out that Alberta has 


overlooked the fact that potential, as well 3s sctive 
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competition is recognized by the Interstate Commerce 
Commission (see 218 I.C.C. 106 at p. 110 and 208 Zt .tABs 
327). Apart from that, the principle applied in Canada 
in measuring the propriety of competitive rates is 
identical with that suggested by Alberts. 

As to the second principle, that the competitive 
rate should more than cover the sdditionel expense incurred 
by the traffic to which it applies, this also is a 
principle not only recognized by the railweys, but which 
must inevitably be recognized by the Board of Transport 
Commissioners in determining whether competitive rates are 
compensatory or ere unreasonably low. 

As to the third principle, whether the rate to 
the intermediate point is just and reasonable, this is 
the cornerstone of the Judgment in the general freight 
rates investigation and can be taken to be the law in 
Canoda. 

As to the fourth principle, it is implicit in 
the Railway Act that the competitive rate must not be 
lower than is necessary to meet the competition. There 
can be no doubt that on complaint, the Board under its 
existing powers, could disallow any rate which did not 
measure up to that yardstick, 

As to the fifth principle advocated by Alberta, 
that the carrier must show reasonable expectation of 
improved net earnings, this matter is also a principle 
recognized both by the railways and by the Board in Canada. 
Inefactjcit is really a duplication of the second principle, 
in that unless more than out-of-pocket expenses are ob- 
tained, there could be no expectation of improved net 
earnings. 

THE CHAIRMAN: Do we get back to this situation, 


Mr. Jefferson, that the real difference between what exists 
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now and what Alberta is asking for is that the railway be not 
allowed to publish a competitive rate until it hes first 
obteined the suthority of the Board? 

A. Theat is right. 

Q. Theat is the resl difference? 

A. Lee » gay: 

MR. FRAWLEY: I think you have to add "com- 
petitive rate which violates the long-and-short-haul 
rule". I take it that is what your lordships means? 

THE CHAIRMAN: Yes, that is what we sre dealing 
with. 

THE WITNESS: The foregoing make it clear that 
spert from recognition of potential competition, which 
Canadian Pacific believes must have recognition, the 
principles laid down by Alberta do not differ from the 
principles recognized as proper under the present law 
in Canada. It follows that the only real difference 
between Albert's proposal and those recognized in Canada 
is as to whether or not it is proper or desirable that 
there should first be an application to the Board for 
relief against applying the competitive rate to the inter- 
mediate point, or whether the matter be left open to be 
dealt with only on complaint. 

COMMISSIONER INNIS: Has the Interstate Commerce 
Commission given any indication 3s to what they mean by 
"yvotential" ? 

MR. EVANS: Yes, Doctor Locklin's book contains 
a discussion on that subject. 

COMMISSIONER INNIS: Is that a source of grest 
authority? 

MR. EVANS: No, more or less a factual discussion 


in the sense that it refers to whét the Commission hes found, 
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You will remember during the cross-examination of Doctor 
Locklin I asked him about that very thing end referred him 
to the section of his book and he said that the Commission 
had found that the prohibition against so-called potential 
competition was rather too rigid and they had given it ell 
very generous application with the result that I think 
the test was whether the conditions were such that the 
competition would be there readily at any moment, 

MR. FRAWLEY: Mr. Harries! evidence states our 

clearly 

case very /and it is quite contrary to what Mr. Evans hes 
just said. We have gone to some trouble and unfortunately 
I have not got Mr. Harries' evidence and perhaps it would 
not be proper to take time out and argue it but I do not 
want the moment to pass with anyone thinking thet because 
I am silent I eccept what Mr. Evans says about Dr. Locklin's 
evidence. 

MR. EVANS: You do not agree with his evidence 
or with me? 

MR. FRAWLEY: I do not agree with your inter- 
pretation of it. 

MR. CARSON: Mr. Frawley, our witness is giving 
evidence, There should not be so much interruption. 

THE WITNESS: While it may be argued by 
Alberta that there is a very great difference in this 
respect between the law in Canada and the law in the United 
States, the following points must be considered. First, 
Alberta has complained against the failure to apply the 
transcontinental competitive rates to Alberta points for 
many years and the Board has rejected such complaints on 
the ground that Alberta has failed to show that the 
existing rates to the intermediate points are unjust and 


unressonable. It follows that Alberta would have no 
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assurance of any greater relief merely because the law 
should be changed to require the railways first to go 

to the Board. Alberta has been to the Board and the 
Board has adjudicated upon its complaint. Secondly, if 

it were necessary first to go to the Board and establish 
that the competitive rates are compensatory Alberta could 
not automatically obtain the benefit of those rates at 
the intermediate points where the competition did not 
exist. It follows that it is important to determine 
whether there is any prima facie likelihood of the present 


transcontinental rates being et a level below that 


which is compensatory. In Part I ¢ this submission 
and in the Appendix to Part I examples of eastbound end 
westbound transcontinental competitive rates are shown. 
Further examples of the car mile and ton mile earnings 
on commodities specifically mentioned in Alberta's brief 
(See figures 1 to 12 on pp. 24 - 35 of that brief) sre 
contained in Table I attached to this section of Part II 
of this submission. With two exceptions, the car mile 
earnings on these commodities et the existing trans- 
continental competitive rates are in excess of the system 
average car mile revenue of Canadian Pacific for the year 
1948, which was 35 cents per car mile. Indeed the car 
mile earnings shown on Table I range es high as 51.7 
cents per car mile. Table I also shows that there sre 
only two instances in which the ton mile earnings ere below 
the system averege for 1948 of 1.13 cents per ton mile. 
Both these examples sare shipments of canned goods in which 
the car mile earnings sre 34.1 cents end 36.4 cents re- 
spectively. Now that information is shown on Page 127. 

Q. Page 127 of this book, Part II? 

A. The statement at Page 127 I think speaks for 


Bute aBehs 


aA eg Ore Avoca ate ae AER eit adeadia  . Ween ane 


4 
Gr ae ns 
ob ’ 
oa 
” 
. oF 
ei Naso 
Os ai a a: 
cael ; 
Rea AA e: a 
AD Ny a rea 
oe ee La PNR ame LY ene : Se Cane ee ft) ire ae ae 
Ne fs gee apes a to ye Se Re ite |S sare Phas ifs 
* 
n 
; = eee mee oe : 
> eae ; ‘hs Ata aes eck gee ici Apisaataye se 
be AS oe, Tu pte Ui Bhs AEP EG De my 
ay F L eS 
Bio Ks Fi Be ot 
Herr ants Baas 
fe ed di grea) Cena 8 
re . Uy ere 


Nea eas t 
"S tsa Tah oa 
15 
te a 
a «, Ae ¢ 
a ‘ a 
ry =f Wl eet a) Ph 


ees 


yt eh ibit TATA. + 1 


eke pe 


4 Fas 


meg 


tad ‘aig! ee ee 


? 
s'A> * - n 


oe 


oe 


Seiad He. wt 


~ 


at Vt na! 
i , 


: 
. ; 
A> id ELT hy an in / 


N -15487- Mr. Jefferson 


itself and the commodities taken are those shown in 
Figures 1 to 12 of the Alberta Submission. 

Q. Those are set out in the Alberta Brief in the 
transcript et Page 11737. 


(Page 15491 follows) 
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When it is borne in mind that these are very 
long hauls, Canadian Pacific could have justified 
lower car mile and ton mile earnings than the system 
average, if there was a necessity to do so and still 
have had rates which are compensatory. 

Canadian Pacific draws to the attention of your 
Commission the references to decisions of the Inter- 
State Commerce Commission appearing in Alberta's 
brief commencing at p. 143 and continuing to p. 146, 
in which it would appear that that Commission has 
held to be compensatory, rates yielding much lower 
rates per car mile and per ton mile than the rates on 
the commodities listed in the Table above referred 
to. As pointed out at p. 94 of Part I of this 
Submission, the differences between rates found 
compensatory by the Interstate Commerce Commission 
in the years in which those findings were made, and 
the existing Canadian rates are sufficiently great 
to warrant the conclusion that even with the change 
in operating costs which has occurred over the past 
few years, the present transcontinental rates 
referred to in the Table would have been held to 
be compensatory by the Interstate Commerce Commission. 
That this is go can be seen from the most recent 
case available. This was an application for fourth 
Section relief, Case No. 22535, Interstate Commerce 
Commission Supplemental fourth section Order No. 
15696 of April 16, 1947 in which the Commission 
granted relief with the qualification that it was 


not to apply to rates over routes which would yield 
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less than 18¢ per cax mile. 

It follows that even if it were necessary for 
the railways to go to the Board of Transport 
Commissioners in advance of establishing these rates, 
the regulation proposed by Alberta would probably 
result in no different level of transcontinental 
rates than exists today. This is, of course, subject 
to the single exception in that Alberta does not 
recognize the validity of potential competition. 

It follows algo that as stated in the opening 
part of this section of the submission of Canadian 
Pacific, the real question to be determined is 
whether there is anything to be gained by requiring 
the railways first to make application to the Board 
before establishing these rates. 

If Alberta's proposal is given effect to, the 
Board would merely call upon the railways to satisfy 
it that the competition required the rate to be 
established; that the rates were compensatory; that 
the competition did not exist at the intermediate 
point; and possibly that the existing rates at the 
intermediate point were in themselves just and 
reasonable. 

On this, Canadian Pacific makes the following 
Submissions; 

First, the adoption of such legislation for 
transcontinental competitive rates would inevitably 
mean the adoption of the same principles for all 
competitive rates throughout Canada. The importance 
of this is apparent when one considers the large 


number of these competitive rates and the delay and 
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expense which would be entailed if each of them 
required prior approval of the Board of Transport 
Commissioners. It may be pointed out here that 
when the law came into effect in the United States 
there were more than five thousand applications for 
fourth section relief within the first six months 
after the law took effect. See report on Interstate 
Commerce Commission Activities 1887-1937 p. 97. 

Secondly, the delay involved in first having 
to make application to the Board for so-called 
fourth section relief, would déprived the railways 
of the right to quote rates in adtpahde Ae the 
right to meet promptly the competition of other 
carriers. In many instances railways today are 
required to act quickly if their revenue interests 
are to be fully protected. If the traffic is once 
lost to the competing carrier, it may well be lost 
for some time, or even permanently. 

Thirdly, there is much short line competition 
between railways and the rule would have to be 
applied to all cases where railways endeavour to 
establish rates to meet such competition. This 
would add greatly to the delay and to the number 
of cases which would be brought before the Board. 
Moreover, the necessity for making such applications, 
even though they should ultimately be granted in 
every case, would prevent competing railways from 
having their rates at all times on a parity with 
One another. The only effect of this would be to 
take away revenue from a competing railway, but 


it would not prevent the Shipper between origin and 
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destination receiving the benefit of a lower rate, 

which would not be available to the intermediate 

point on the line of the competing carrier. Similar 
results would be obtained in connection with competitive 
rates to meet market competition such as rates to 

permit Canadian producers to meet the competition from 
United States, or other foreign countries, where the 
railways desired to establish rates to enable the 
Canadian producers to meet such competition. 

Fourthly, the provisions of Section 314 of the 
Railway Act and other sections of that Act are in 
the opinion of Canadian Pacific greatly to be 
preferred to the provisions of Section 4 of the 
Interstate Commerce Act. The Shipping public have 
complete protection, while at the same time, the 
railways have a maximum freedom in the ratemaking 
process. 

Fifthly, Canadian Pacific points out that there 
would be a strong probability that the matter would 
not end at making the competitive rate applicable as 
maximum to the intermediate point but would involve 
demands for proportionate reductions at other inter- 
mediate points of lesser distance. For example, if 
the competitive rate were $1.00 and the normal rate 
to, say, Calgary were $1.50 and the normal rate to 
Regina were also $1.00, the probability is that 
Regina would demand a a proportionate reduction in 
its rate based on its distance relationship with 
Calgary. 

In summary it may be said that the procedure 


proposed by Alberta is inconsistent with the fifth 
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principle which it enunciates, namely, that the 
carrier must show a reasonable expectation of 
improved net earnings to justify the competitive 
rate wr The ta because, if the railways are not to 
be permitted to meet competition promptly, they will 
be deprived of revenue at least during the period 
during which their applications are under considera- 
tion by the Board. No doubt Alberta and many 

other interested parties throughout Canada would 
require to be notified and it may be expected that 

a delay of at least a month or so would be the mini- 
mum experienced. It would be difficult in these 
circumstances to see the advantage to be gained if 
the railways had to forego large sums of revenue 

for such a period. In many cases traffic might be 
lost inevitably and there would in the result, be 

no benefit to the Shippers or consignees at inter- 
mediate points. 

It must be recognized that in most cases, the 
relief would be granted against the application of 
the competitive rate to the intermediate point. That 
has been the experience in the United States and the 
delay and expense attendant upon this procedure would 
therefore be of no benefit to the intermediate point. 
Moreover, while the intermediate point might in 
rare cases obtain the benefit from the application of 
the competitive rate, the railways would have to 
consider whether the application of that rate to the 
intermediate point would seriously affect their 
revenue position. If they were of that view they 


could mot justify establishing the competitive rate 
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at all. On the other hand the competitive rate might 
have to be on a higher basis than was required to 
meet the competition. 

If the railways decided not to establish the 
competitive rate, the intermediate point would have 
no benefit but would, in fact, suffer. This is 
because, assuming the proposed competitive rate 
to be compensatory, the failure to establish it would 
mean a net loss in earnings and this loss would be 
reflected in the whole level of rates including the 
rates to the intermediate point. 

It may be pointed out in conclusion that the 
Province of Manitoba does not Support the position of 
Alberta. It may also be concluded, although there 
are no submissions on the point, that British Columbia 


would be strongly opposed to Alberta's proposal. 


(Page 15497 follows) 
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MR. CARSON: Q. Now, Mr. Jefferson, do 
you wish to comment any further on the long-and- 
Short-haul rule, particularly the submission of 
Alberta? 

MR.SHEPARD: Mr. Chairman, just before we 
proceed, I think I have already been on my feet once 
in regard to the statement that Mr. Jefferson just 
read as far as Manitoba is concerned, and I 
won't repeat it now; but we don't accept that 
Statement and our position is that we are Supporting 
the position of Alberta. 

THE CHAIRMAN: You are Supporting it? You 
Say you are supporting it? 

MR. SHEPARD: That is correct. 

MR. CARSON: All right. Now if you have 
any further comments to make, Mr. Jefferson, would 
you please make them. 

A. The practical matter, the real difference 
between the provisions of the Interstate Commerce 
Act on this question and the provisions of the 
Canadian Act, is that in the United States the rail- 
WayS are required, before establishing a competitive 
rate without making it applicable to the intermediate 
points, to apply beforehand to the Commission for 
relief. On these applications the railways must 
Show that the competition is actual, not merely 
potential; that the rate is necessary to meet the 
competition, and that the rate is compensatory. In 
Canada the position is very nearly the same except 
that no prior application need be made to the Board. 
An application, can, however, be made to the Board 


to disallow a rate after it has been put into effect 
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upon complaint of any interested person. 

Q. What is your view as to the advisability 
or otherwise of adopting United States practice in 
Canada. 

A. I am convinced that the adoption of the 
United States practice would work great hardship 
on the Canadian railways, and at the same time would 
not afford any substantial additional protection to 
the shipping public. There would be many hundreds 
of such applications, and out of those hundreds 
one cannot conceive of more than a relatively few 
in which the relief would not be granted. In the 
United States relief has generally been rejected 
in regard to transcontinental rates to a greater 
extent than in the case of other competitive rates, 
because of the policy of Congress to afford 
protection to inter-coastal shipping. Canada has 
never shown any indication of adopting a similar 
policy. It would thus mean that in order to ensure 
Some minor added protection, the railways would be 
literally hamstrung in their rate-making procedure. 

THE CHAIRMAN: Pardon me, Mr. Jefferson, 

I understood you to say a few lines up that applica- 
tions for relief in the United States have been 
rejected. Do you -mean.relief applications by inter- 
mediate points, is that ity by the railways? 

A. By the railways because of the - - 

Q. And rejected because of the policy of the 
United States to protect shipping as well as rail- 
roading,, is that the idea? 


A. Inter-coastal shipping, that is, more with 
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Mr. Jefferson 


respect to transcontinental competitive rates. 

2. Yes, I understand. 

A. From the east to the west or the west to 
the east. 

COMMISSIONER INNIS: Mr. Jefferson, on 
page 125 in the paragraph beginning "fifthly" in 
the second sentence - - 

A. What paragraph? 

Q@. The paragraph beginning "Sir thie, 

A. Yes; sir. 

Q The second sentence:- 

"For example, if the competitive rate 

Were One dollar..." 
and so on. 

A. Yes sir. 

Q. Do you know whether that aifficulty 
developed to an appreciable extent in the United 
States? 

A. Not with respect to transcontinental 
Rvetlicy. no sir, because,as I understand it, 
in the United States there are not many instances 
of relief on purely transcontinental business, 
and they apply the rates that they publish from 
the east to the west coast to the intermediate 
points; but in answer to your question, I do recall 
a case where, (well, it was rather more in reverse) 
they had a transcontinental commodity rate on iron 
and steel from Pittsburgh or Chicago to the coast, 
and they had the same rate from Utah, from Geneva, 
Utah, to the coast. Because the rate from the east 


was a competitive rate, they did not think they needed 
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‘any lower rate from Utah to San Fransisco, we will 


say, than from Chicago. 
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And shippers at Geneva, Utah, requested the railways for 
a lower rate than from Chicago or Pittsburgh. 
Q. But that is the only case that you can think of? 
A. Yes, sir, but the point of this paragraph here 
is that if the Canadian railways were required in 
publishing a competitive rate of $1 to the coast to 
apply that competitive rate as a maximum, we will say, 
to Calgary, and the normal rate to Calgary was $1.50, 
I cannot see the people in Saskatchewan or Manitoba 
being willing to pay their full class rate, we will say, 
until it reaches the $1 rate to the coast. Saskatchewan 
would want a proportionate reduction under Alberta, 
and Manitoba would want a proportionate reduction under 
Saskatchewan. 

COMMISSIONER ANGUS: Q. Has the Board of 
Transport Commissioners ever disallowed a transcontinental 
competitive rate? 

des Not that I know of, no, or: 

Q. Has it ever been asked to do so? 

ee I cannot recall that it has really ever been 
asked to do so. 

MR. EVANS: I may be of some assistance in this 
matter. This question bulked fairly large in the 
considerations which came before the board in the general 
inquiry in 1925-27, and it was in that case that the 
Board made its findings that the cases put forward by 
Alberta were not impressive, and they thought the 
transcontinental rate structure had definite advantages. 

MR. FRAWLEY: The Commission will recall that 
that judgment extended over fifty or sixty pages, and this 


matter was disposed of in two paragraphs. Mr. Harries 


put that on the record. 
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THE CHAIRMAN: The question is how was it disposed 
OL 

MR. FRAWLEY: That is the consideration that 
Alberta says they gave to the matter. 

MR. CARSON: You never can determine how much 
consideration a judicial body gives to a matter by what 
appears in the yardage of the judgment. 

MR. FRAWLEY: That is a profound statement. 

MR. CARSON: The court would be shocked to be 
told they had not given consideration to a matter because 
they disposed of it in two or three paragraphs. Lee 
usually some of the lightest things that can be disposed 
of -- 

MR. BARRY: The one word "guilty" means a lot. 

MR. CARSON: Q. Would you go on, Mr. Jefferson? 

A. As it now stands the transcontinental rate 
structure has been investigated by the Board on its merits, 
and it has been established to the satisfaction of the 
Board that the conditions are such as to justify not 
extending the transcontinental competitive rates to the 
intermediate points. 

In my opinion, since the Board has so found, 
the reason advanced by Alberta for changing the legislation 
in Canada is not a sound one. There is no suggestion 
that these rates in themselves are not compensatory and 
in view of the evidence which has been presented to your 
Commission, there can be no doubt that actual competition 
exists via the Panama Canal. The only result, therefore, 
of introducing the American legislation into the Railway 
Act in Canada would be to impose this great burden on the 
Canadian railways, since I am convinced that the present 


transcontinental rates would conform to the principles laid 
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down by the Interstate Commerce Commission. 

Q. Have you any further observations tomake, 
Mr. Jefferson? 

A. .G8 ,) ga. In addition to the transcontinental 
rates, the railways are continually finding it necessary 
to publish rates to meet the competition of motor trucks 
and domestic water lines. If, in order to meet the 
Suggestion of Alberta, the United States rule were 
established, it would of necessity have to be applicable 
to the publication of these additional competitive rates 
in all parts of Canada. 

Moreover, the situation as between the Canadian 
Pacific Railway Company and the Canadian National Railways 
would be seriously disturbed inasmuch as one or other of 
the lines would be unable to meet the short line mileage 
of the other between competitive points without first 
having to apply to the Board for relief. An example of 
this is the need of the Canadian Pacific to meet the rates 
published by the Canadian National betweenVancouver and 
Edmonton and the need of the Canadian National to meet 
the rates published by the Canadian Pacific between 
Vancouver and Calgary. There are many Similar cases in 
Canada. 

Q. Is there anything else? 

A. The only alternative to going through the burden- 
some procedure of making prior applications to the Board 
for relief would be for the railways to publish the 
competitive rate as maximum to the intermediate point. 
This would result in a serious and unnecessary sacrifice 
of revenue which might in some cases be so serious as to 
compel the railways to forego the traffic to the com- 

petitive point rather than to break down the rates 
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in the intermediate territory. Moreover, if the railways 
should apply the competitive rate as maximum to the inter- 
mediate point, there would be a new discrimination created 
against other points of equal mileage from the point of 
Origin. This would, in turn, give rise to new questions 
and new difficulties in rate making. 

I am thoroughly convinced as a practical traffic 
officer that the extent of the discrimination at inter- 
mediate points as a result of the publication of com- 
petitive rates is greatly exaggerated and in those few 
cases in which injustice may be found to exist, it is my 
view that the present machinery of the Act is an adequate 
protection. 

Q I take it, Mr. Jefferson, that if, under the law, 
you were compelled to carry the competitive rate back to 
points in Alberta, you would forego the coast business? 

A. We could not afford to do otherwise. The loss 
of revenue to the intermediate points would be too great. 
This would be harmful to the over-all revenue picture of 
the Railways. 

Q. I notice at page 13081 of the transcript, 
volume 62, that Mr. Barry expresses the opinion on behalf 
of New Brunswick in opposition to the amendments drafted 
by Alberta, with respect to the long and short haul rule 
that: 

"We are quite prepared that there 

Should be some control of the railways, but not 

to the extent that they will be a prey for any 

competition that would take all their business 

from them, by requiring them to fulfil what 

appear to be the impossible conditions under 

Section 314-A as proposed, which will only 
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increase, and we have had enough of those already." 
What have you to Say as to that, Mr. Jefferson? 

A. I consider that industry in general throughout 
Canada would not be in favour of depriving the railways 
of the right to meet promptly unregulated competition with- 
out the necessity of complying with regulations which 
might result in breaking down their rates from or to 
intermediate points. The principal complaints appear 
to be from some consignees in Alberta who seem to think 
that the proposed change in the long and short haul rule 
will obtain for them lower rates than are now being charged, 

The fact is, as the Board has already found, 
no one in Alberta isSeriously prejudiced by the trans- 
continental rates. This is because the rates are 
compers atory; they are required to meet the competition 
and because the rates to the intermediate points in 
themselves are reasonable. 

Furthermore, the competitive transcontinental 
rates published by the railways are generally higher than 
the rates applied by the water lines, including terminal 
charges at the ports. This should be of some benefit 
to Alberta. 

Q. Mr. Harries, a witness for the Province of 
Alberta, in examination by Mr. Frawley, commencing at 
page 11875 of Volume 61 of the transcript, made several 
Statements with respect to the application of eastbound 
transcontinental rates as maxima at intermediate points. 
Have you any statements which you would like to make 
respecting Mr. Harries' evidence on that subject? 

AG Mr. Harries indicated at page 11877 that the 
carriers are now applying the eastbound transcontinental 


rates from British Columbia coast ports to Montreal and 
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Toronto as maxima to intermediate points in western 
Canada on such commodities as tea, canned goods and 
canned salmon. This is not correct. 

THE CHAIRMAN: Q. Tea and what else? 

A. Canned Rone and canned salmon, 

Q. Why do you distinguish between canned goods and 
canned salmon? 

A Canned goods are canned peaches or tomatoes or 
peas, and so on. 

MR. CARSON: @. You Say what Mr. Harries indi- 
cated is not correct? 

A Yes, sir. All import shipments of tea, for 
example, both the less than carload and carload rates to 
Calgary are the class rates of first class and third class 
respectively, To Regina and Winnipeg, the Winnipeg 
rate on the boundary (Noyes) combination is applied on 
both less than carload and carload shipments. At the 
present time the less than carload rates to Toronto and 
Montreal are lower than the rate to Winnipeg. in: fact, 
they are at present below the New York rate which rate is 
customarily applied. In the case of carload shipments 
the rate to Toronto and Montreal is higher than the rate 
to Winnipeg and Regina and is in fact the New York rate. 

On shipments of canned goods from British 
Columbia coast points the rates to Calgary are equal to 
the fifth class rates. To Regina the rate for carload 
minima of 24,000 and 40,000 pounds is 5th Class while for 
a minimum of 60,000 pounds the Winnipeg rate is applied. 
To Winnipeg the rate for minimum of 24,000 pounds is 
Fifth Class while for minima of 40,000 and 60,000 pounds 


the boundary (Noyes) combination is applied. To 
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Toronto and Montreal the rate for a minimum of 24,000 
pounds is Fifth Class; for minimum of 40,000 pounds the 
rate is much higher than to Winnipeg, The rate to 
Toronto and Montreal for a minimum of 70,000 pounds is 
much less than the rate to either Winnipeg or Regina which 
rate is made necessary by reason of water competition 

and is not applied as a maximum to any intermediate 
points. 

At the present time there are 54 commodity 
items naming eastbound transcontinental rates from 
British Columbia coast points to destinations in 
eastern Canada. In no instance has the Montreal and 
Toronto rate been applied as a maximum to intermediate 
points Winnipeg and west. 

Q. The next subject that you are to deal with is 
that of industrial location and the rate structure which 
is to be found in the Canadian Pacific submission, Part II, 
commencing at page 128 and continuing for some pages. 

I think you would like to read this chapter and explain 
the tables? 

A. Yeo, satis 

Q. I see the chapter ends at page 132, and the 
tables are on pages 133 and 134? 

A That is right. This chapter is entitled, 
"Industrial Location and the Rate Structure," 

The only province making detailed submissions 
on this subject is the Province of Alberta. The 
position is that as between rates on raw materials and 
finished products, rates should either be purely 
'passive' or should encourage location of processing 


plants near the point of production of the raw material. 


Alberta also recommends that when processors or manufacturers 
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feel that the relationship between the rates on the raw 
material and the finished product adversely affect them, 
they should be able to apply to the Board for relief. 

THE CHAIRMAN: Q. No doubt the Alberta case 
Shows us what is meant by the word "passive", but would 
you recall it to me, Mp. Jefferson, please? 

A. Pardon? 
Qe You say: 
"The position taken is that as between rates 
on raw materials and finished products, rates 
Should either be purely 'passive!" - 
I refer to the word "passive." 

MR. CARSON: Q. Do you happen to know where 
that is found in the Alberta statement? 

THE CHAIRMAN: Q. What does it mean? 

A I do not know just what -- 

MR. EVANS: I think it is "neutral." 

THE CHAIRMAN: It is the equivalent of the word 
"neutral, " 

MR. FRAWLEY: The meaning we give to it is that 
we should not discourage. 

THE CHAIRMAN: You used the word "neutral" quite 
a lot. 

MR. FRAWLEY: That is right, sir. 

THE WITNESS: The Board, it is suggested, 
Should shave the necessary power to revise rates to 
carry out what it considered to be the proper .peLicy of 
encouraging industrial location, 

Alberta refers in this volume of its brief to 
examples of the rates on raw and processed commodities. 
These include the movement of livestock and the products 
of packing plants; the movement of crude oil and the 


products of the refining process; the movement of 
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Sugar beets and of the refined Sugar; and the movement of 
Wheat and of wheat flour. 

COMMISSIONER INNIS: Q. Mr. Frawley would dis- 
agree with the phrase "should encourage location." You 
insist it should be "should not discourage location," 

MR. FRAWLEY: That was the case we put to the 
Commission, yes, sir. 

MR. EVANS: The brief does not put it that way. 
The brief says it should be either passive or neutral or 
Should encourage in the alternative, 

MR. FRAWLEY: I do not know what my friend means 
by that. We stated the position in our brief; we came 
and were subject to cross-examination and examination 
in chief, and this is what we explained we meant when 
we used the words in our brief, that it should not dis- 
courage. 

THE CHAIRMAN: I think you said that industrial- 
ists in looking for a locavion should not have to consider 
freight rate questions at all. 

MR. FRAWLEY: I recall very well what the 
professor said to you, When you put that to him he 
Said he could not possibly express it any better or as 
well as that. That is the crystallization of our case 
in this matter. 

THE WITNESS: Canadian Pacific interprets 
Alberta's position to be that the rates on processed 
materials should be so adjusted in relation to the rates 
on raw materials as to permit the location of the pro- 
cessing plant as near as may be to the source of pro- 
duction of the raw meterial or alternatively that the 
rate should be so arranged as to encourage that result. 
Moreover, as Canadian Pacific interprets the submission, 


the desire of Alberta is to enable the Board to do 2 
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considerable amount of economic planning in manipulating 
the rate structure, 

AS to this argument, Canadian Pacific submits 
that it is a Generally recognized principle that rates 
on raw materials should be lower than vates on manu- 
factured products. This is fundamental to an acceptance 
of the value of service principle in rate making. 

COMMISSIONER INNIS: Q@. You would not £0 so far 
as to say that rates on raw materials must be lower? 

Ay I would not go so far ag to say they must be, 
but they usually are, You may find some instances where 
with a raw material in the sense it is used as a raw 
material the rate may be higher than on the finished 
product ,but gencrally speaking rates on raw materials 
are always lower than on the finished product, 

Q. But you would not Say that they must be? 

A. No, sir. 

Q. I should think it would come pretty near that in 
actual practice? 

A In practice, yes, sir. 

Quite obviously the raw materials tend to have 
lower value and therefore a lesser ability to pay trans- 
portation costs than have the finished products, This 
principle has long been recognized by the Board of 
Transport Commissioners, by the Interstate Commerce 
Commission and by writers on the subject. Alberta in 
effect desires to change this in the hope that by pro- 
viding additional powers to the Board with suitable direc- 
tions to it, the location of industry in Alberta can be 
encouraged and increased, One assumes that this can 
be done in one of two ways. That is to say, either 


raising the rates on raw materials or reducing the rates 


on manufactured products. 
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It may be said here that the rates on low grade 
commodities in Canada are generally so low that it would 
be disastrous to the revenues of the railways, to reduce 
the rates on finished products to anything nearly 
approaching parity with the rates on raw materials. 

It follows as a practical matter, that the alternative would 
be to raise the rates on raw materials. If this were done, 
it would be difficult to make the changes in such a way 
that serious disturbance to existing industry could be 
avoided. In this connection Canadian Pacific submits 

that Alberta's analysis of the question seriously under- 
rates the importance to manufacturing plants of a loca- 

tion near the concentrated markets. The pressure on 
industry to locate near these markets is not only due to 

the need for saving transportation costs on the finished 
product, but also to other costs of distribution, as well 

as to the need for having the product reach the market 

as quickly # possible after manufacture, as for example, 
fresh meat. While there are always exceptions to this 
principle, it is something which must be borne in mind 

and it cannot be said that transportation cost alone is the 
influencing factor. 

The laid down cost of the manufactured product 
will probably be lower if the factory is close to the 
area of the greatest concentration of its market. 

The fact that wages and interest costs are 
approximately the same in Alberta as elsewhere in the 
country, and that electric power costs in Edmonton are 
below those in Toronto, indicates that the concentration 
of industry in the Toronto area is brought about by the 
attraction of the concentrated market. It may also 
show that since wage rates in Alberta seem generally to 


be at or above the national level, the attraction to 
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industry of a location in Alberta as compared with a 
position inEastern Canada nearer to their principal 


markets, would not be sufficiently strong. 
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Canadian Pacific points out that the forces 
operating to produce the result of which Alberta complains 
are complex and that short of economic planning of 
the broadest kind, it would be difficult, if not impossible, 
to bring about the result desired by Alberta. The extent 
to which this plan would have to go if it were limited 
to railway rates, might have serious consequences upon 
the revenue of the railways and would most certainly have 
Serious consequences on existing industry. 

With regard to Alberta's example, of the 
rates on livestock as compared with the rates on dressed 
meats and packing house products, Canadian Pacific makes 
the following Submissions. It believes that the rates 
on livestock are low snd should be lower than the rates 
on packing house products, It would, in the opinion of 
Canadian Pacific, be impossible to raise the rates on 
livestock to a sufficiently high level to bridge the 
difference without inhibiting the movement of livestock 
to existing plants. For the information of the Commission, 
two tables will be found at the end of this section of 
Part II, that is, Tables 133 ana 134, 

Table I at Page 133 deals with the movement 
of cattle and hogs while Table II on Page 134 deals 
with movements of dressed meats and packing house pro- 
ducts. The rates per car per mile and per ton mile 
ere also shown on these tables. 

Attention is directed to the fact that the 
average loading of livestock tends to be considerably 
lower than the average loading on dressed meats and 
packing house products and that the car mile earnings 
on livestock appear to be lower than might be considered 


compensatory. On the other hand, the rates on dressed 
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meats tend to be on the average somewhat lower than the 
system average of the car mile earnings. The car mile 
earnings on packing house products, on the other hand, 
sre somewhat higher than the system average of 35 cents 
per car mile, 

As regards ton mile earnings, such earnings 
on livestock tend to be Slightly higher then the system 
average but are somewhat lower than the ton mile earnings 
on dressed meats and packing house products, 

COMMISSIONER WNNIS: What is the difference 
betwecn dressed meats end packing house products? 

A. Dressed meats are really fresh meats and packing 


house products sre the cured meats. 


MR. CARSON: Did you want ‘ look st those 

tables on 133 and 134, Mr. Jefferson? 

A. Well, the Table at Page 133 shows the rate 
on cattle and hogs from Winnipeg, Moose Jaw, Calgary 
and Edmonton to Montreal end Toronto. We have shown the 
distances and the rates, minimum csrlosd weights and 
the average loading weights send the earnings per car 
mile end earnings per ton mile. of course, where the 
Statement shows that the average loading weight of 
hogs is 14,500 pounds, the earnings ere figured on the 
minimum carload weight of 16,000 pounds but the statement 
Shows the low earnings per car mile on livestock which 
runs from s low of 9.8 cents per car mile to a high of 
18.8 cents. 

Now, Table II on Page 134 contains similar 
information for dressed meats and packing house products 
and unless there is some question I think it explains 
itself, 

Q. Now, will you continue on Page 131? 
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A. Canadian Pacific points out thet if Alberta's 
Suggestion is accepted, the rates on livestock would 
have to be increased. Whether Alberta desires to take 
this position is not apparent from its brief. 

As to the exemple in the Alberto brief of 
the movement of Suger beets end refined Sugar, Canadian 
Pscific points out that Alberts has little ground for 
complaint in this regard since all of the Suger beets 
produced in Alberta are processed within the Province, 

With regsrd to the relationship between the rates 
on crude oil and the rates on the products of the refining 
process, a2 somewhat similar position exists. There could 
be no justification for failure to recognize the dif- 
ference in value between the raw material end the finished 
products. Here again Alberta does not Suggest what remedy 
would be applied, that is to Say, whether the rates on 
crude oil should be raised or the rates on finished pro- 
ducts should be lowered, Complaint is also made egainst 
the making of agreed charges on refinery products. This 
complaint has slso been made by Saskatchewan. It follows 
therefore that Alberta must be taken to be advocating 
an increase in the rates on crude oil since the low level 
of the rates m the finished products sre already com- 
plained about. 

With regard to its complaint about the reasons 
advanced by the railways for the making of the agreed cherge 
on refinery products from Fort William to Saskatchewen 
points, Canadian Pocific Submits that Alberta's complaint 
really points up the difficulty of giving effect to its 
contentions. The egreed charge on refinery products from 
Fort Williem is complained of on the ground that it provided 


increased competition for Alberta refineries, 
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MR. FRAWLEY: of course, Mr, Chairman, there 
will be a time for cross-examination but I cannot resist 
the temptation to say that thst is an utterly unfounded 
Statement and no support can be found for it in anything 
we have said in our brief or in our evidence, Imagine 
Alberta worrying about ‘competition for Alberta's refineries, 
the crude oil shot back in the Sround. I just Say that and 
I will ask Mr, Jefferson about it jin cross-examination, 

MR. CARSON: Will you continue, Mr, Jefferson, 
please? 

A. It cannot be expected that Alberta's proposal 
would not be opposed by industry elsewhere in Canade, 
IS+ITSNEHS difficulty of reconciling the conflicting 
interests of industry together with the need of providing 
revenue for the railways which makes it practically 
impossible to arrenge railway services and rates so as 
to benefit particular areas, 

Q. Now, in the submission of the Province of Alberta 
entitled "Industrial Location in Alberta end the Present 
Rate Structure" an attack is made on the unfairness of 
the spread in the rates on raw materials 8S compared 
with finished products which hes the tendency to develop 
industrisl location in the larger Eastern consuming sreag 
rather than at the source of supply of the raw materials, 
Would you give the Commission some general observations 
on this matter, Mr, Jefferson? 

A. I think I should first say thet I am not entirely 
Clear as to what exactly Alberta proposes. Their Brief 
indicstes that they desire that 3 relationship between 
rates on rew materials and finished products should be 
established so ss to provide what they call "neutrality" 
in regserd to transportation rates as effecting the location 


of industry. 
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In the tables in their Brief when dealing 
with the matter of livestock end fresh meats and packing 
house products, there appears to be some tendency to 
suggest that in order to establish these relationships, 
the shrinkage in livestock should be taken into account 
(See Table and Footnote on Page 23). 

Q. That is, with reference to the Alberts Brief? 

A. Yes, sir. Ina loter memorandum filed as a 
Supplement to the Brief (See Page 10797 of the transcript) 
showing the results of a study of critical relationships 
of the rates on fresh meats and packing house products 
to livestock rates, no consideration seems to have been 
Ziven to the matter of shrinkage of livestock in 
transit. 

Q. What significance do you attach to this question 
of shrinkage? 

A. If the question of shrinkage in transit is to 
be taken into account then obviously a relationship 
established in the light of the weight lost in processing 
between the raw material and the finished product will 
differ depending on the length of haul of the livestock 
before the processing takes place. If this is to be a 
consideration then, as 3 practical matter, there would be 
no end to the possible percentage relationships that 
would exist and would have to be applied in the rate 
making machinery in order to provide for the So-called 
neutrality. In my opinion if any sttempt were made to 
reflect shrinkage in transit the matter would be so 
complex as to be impracticable, 

Q. Well, then, Mr, Jefferson, let us assume that 
the proposal eliminates the matter of shrinkage of livestock 


in transit and relates only to the loss of weight in the 
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processing of the raw material? 

A. I think that even on this basis from 9 rate 
making standpoint the proposal is unsound, 

Q. Why do you Say that? 

As Because, for example, the rates on meats and 
packing house products sre the same whether or not the 
meats or packing house products are produced from the 
Sloughter of cattle, hogs or Sheep. It is obvious that 
the loss of Weight in processing of cattle will be 
different than in the case of the ' processing d¢ hogs or 
Sheep. This seems Clear from the Table on Page 10797 
of the transcript and I believe it to be true. 

Q. Theat is the Table furnished by Alberta? 

MA Yoay str, 

Q. Now, what would be the result in the matter of 
rate making? 

A. If you were to give effect to the So-called 
critical relationships based on the loss of weight in 
processing you would obviously have to heave 9g different 
relationship between the rates on cattle and the rates 
on beef and pecking house products obtained from beef 
than you would in the case of hogs and sheep on the one 
hand and the rates on the meets and products derived 
from them on the other hand. This would make an impossibly 
complicated system of rates. 4 

What would be true in the case of livestock, fresh 
meats and packing house products would be true to an even 
greater extent in regard to the processing of many other 
raw materials, 

Q. Whet other comments leve you to make on this 
proposal? 


A. I am of the opinion thst to establish a rate 
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relationship based merely upon the loss of weight in the 
processing would result in an entirely new system of 

rate making, Quite obviously, these relationships would 
have to be established for 9 very large number of raw 
materials and finished products since even though Alberta 
might be interested mainly in livestock and meats and in 
oil and the products of crude Oil, other rts of Canadas 
would insist upon similar relationships being established 
for their raw meterials and the finished products of those 
raw materials. 

Q. Why do you say that the propos3l involves an 
entirely new system of rate-making? 

A. Because rates are made today on what is known 
as the "value of service principle". The value of 
service principle reflects both differences in cost of 
transportation send to some extent the value given to 
the article by the manufacturing process. In other words, 
@ finished commodity will usually be able to bear a higher 
rate then the raw material from which it is produced be- 
cause of the value imparted to the raw material in the 

manufacturing process. Any proposal to establish rate 
reletionships on the basis of weight lost in processing 
ignores both differences in the cost of service and 
differences in the value of service. Quite obviously, 
to establish a rate relationship on such a basis 
automatically must ignore the differences in the cost 

of transporting the raw material as compared with 
the processed material sand must also ignore the value of 
service principle because it ignores the difference in 
value attributable to the manufacturing process, 

Q. Is there any other effect upon the usual 


rete-making practices? 
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Boe Yes. The matter of competition might effect 
the relationship, 

Q. How would this come about ? 

A. It might be that the competition which the 
railway had to meet would bring ebout a lowering of the 
rate on the manufectured product. A railway could not 
meet competition on the manufactured product and ot the 
Same time maintain the So-called critical relationship 
besed upon the loss in weight in the manufacturing process, 
If, therefore, the relationship had to be maintained, the 
railway could only meet competition for the transport of 
manufactured product by also lowering the rate on the raw 
materiol in regard to which no competition exists. 


THE CHAIRMAN: We Will take a short recess, 


-~--Recess, 


(Page 15522 follows) 
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MR. CARSON: Q., Now, Mr. Jefferson, I 

was just going to ask you in the result, how you 
would summarize your views On this: 

A. One cannot have the relationship based 
on the loss of weight in the manufacturing process, 
and also apply the recognized principles of rate- 
making as I have described. This would mean that 
the Board,in considering the rates in any given 
case which might come before it, would have either 
to give second place to the relationship established 
on the loss in weight or would have to apply the 
recognized principles of rate-making. One or the 
other would have to give way since they are, as a 
practical matter, quite inconsistent with one another. 

Q. Have you any practical way of illustrating 
Some of the way in which this proposal would fail 
to give effect to the recognized principles of rate- 
making? 

Ay SoS, Sirs “FY think I could say this, that as 
a general rule, raw material provides a heavier 
loading per car. This is one of the reasons which 
justifies a lower rate on the raw material as 
compared with the manufactured article. In the 
case of livestock and fresh meats, however, the 
average loading per car of the raw material, that is, 
the livestock, is generally lower than the loading 
per car of fresh meats and packing house products. 
Any plan of fixing relationships based merely on 
the weight lost in processing, would fail to give 
effect to these differences in the loading character- 


istics of different raw materials as compared with 
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the finished products produced from them. 

Q. Have you anything further to Say about 
the proposal as related to livestock and meats and 
packing house products? 

A. Yes, sir. § It would be one thing to estab- 
lish the rates on livestock and meats on the basis 
Of a critical relationship such as Alberta proposes, 

but one must bear in mind that not only are fresh 
meats derived from the manufacturing process but 

a large number of packing house products are also 
produced. One then ig faced with a new complication 
of determining the proportion of fresh meat ana 
packing house products from the processing of 
livestock and fixing the rates on such a basis. 
However, nothing is indicated and I am not clear 
what the proposal is as to what relationship should 
exist between the rates on packing house products 
and the rates on meat. All that I am saying in 
this connection is that this merely introduces a 
further complication in giving effect to Alberta's 
proposal. 

&. Now, @ good deal of Alberta's Brief on 
this subject deals with cases in which the Inter- 
State Commerce Commission has dealt with the subject, 
and. at page 10587 of the Transcript the following 
Statement is made. 

THE CHAIRMAN: Of what? 

MR. CARSON: At page 10587 of the Trans- 
cript a certain statement is made that I am going 
to ask Mr. Jefferson to comment on, and the state- 


ment made osn that page reads as follows:- 
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"The general conclusion which emerges 
from this brief review of the judgments of 

the Interstate Commerce Commission is that 

although the Commission has not fixed definite 

percentage relations between meat and livestock 
rates, they have recognized that the adjust- 
ment is an important one and have established 
rates which reflect the competitive situation 
on meat and livestock respectively." 

What comment have you to make on this statement? 

A. I do not believe that the Interstate 
Commerce Commission has ever Succeeded in working 
out and giving effect to any relationship based 
on the loss of weight in the manufacturing process, 
nor do I believe that any established relationship 
has been accepted as of general application in the 
United States. 

Q. Now, have you any examples of the rates - - 

THE CHAIRMAN: Pardon me, Mr. Carson. 
Who made that statement? 

MR. CARSON: That is Mr. Jefferson's 
comment on the statement in the Brief. 

THE CHAIRMAN: Yes, but I say, who made 
the statement? 

MR. CARSON: I think that was by Mr. 
Harries, at page 10587. Now then, I was going to 
ask you whether you had any examples of the rates 
in the United States which Support the view which 
you have expressed? 

Ros Tesgi sir . 


Q. I think you were going to file a table, 
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were not you? 
Ao YOu}. Bis, 


Q. And the table would be Exhibit LT4 i 


- EXHIBIT 174:- filed by Mr. §: ‘fable showing 
Carson Comparison of 

Rates on Live- 

: stock, Fresh 

: Meats and Packing- 

: House Products, 

>: Carloads 


Q. That, as I understand it, is a comparison 
of rates on livestock, fresh meats and packing house 
products, carloads. Now, would you just tell the 
Commission what that table shows? 

Pre Soy Si Te have prepared a table showing 
the percentage relationship between the rates on 
livestock and the rates on fresh meats and packing 
house products in regard to certain movements 
within the United States and Canada. . For example, 
this table shows that from Chicago to New York, 
the rate on fresh meats is approximately 1574 of 
the rate on livestock, whereas from St. Paul to 
New York, the rate on fresh meat is 131 .65% of the 
rate on livestock. The other examples indicate 
the wide variation in the relationship between these 
rates. There is also shown a similar variation 
between the rates on livestock and the rates on 
packing house products, but I draw attention to 
the fact that fresh meats have rates that are 157% 
of the rates on livestock and packing house products 
have rates which are only 106% of the rates on 
livestock. That is, in the case of Chicago to New 


York. 
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COMMISSIONER INNIS: How much livestock 
moves from Chicago to New York? Is that a big move- 
ment? 

A. There is a big movement of livestock from the 
livestock yards at Chicago to New York. It is my 
understanding tia Thyestouks moving from points west 
of Chicago to New York, the rates are based on the 
rate to Chicago plus the rates from Chicago to New 
York. While there is no livestock produced in the 
City of Chicago, that is, raised there, it is a 
point from which the rates are used to a great extent. 

Q. I would have expected very little livestock 
to go from Chicago to New York. 

A. Very little livestock? 

Q. Yes, going from Chicago to New York. 

A. I think there is a substantial movement 
of livestock from Chicago to New York. 

Q. If you think of the packing house industry 
as being pretty much Chicago. 

A. Quite right. There is a heavy movement of 
fresh meats and packing house productsfrom Chicago 
to New York, but there is also a movement of live- 
stock. The movement of meats and packing house 
products would be very much greater. 

Q. Let me go further. In your table at page 
133, I wondered why - - 

MR. CARSON: Of Part II. 

COMMISSIONER INNIS: In each case the rate 
per hundred pounds was exactly the same throughout the 


whole table, is that true? 
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A. Well, in the first place, all livestock 
takes the same rate, that is, cattle, sheep and hogs. 

Q. And whether domestic or export? 

A. Domestic or export. The rates from the west 
to the east, the eastern territory is one blanket 
rate from Montreal to Windsor, and that is why 
Toronto and Montreal have the same rates on livestock. 

Q. I wondered why you have gone to the 
trouble to put the four of them in as exactly the 
same. That is just a matter of - - 

A. The four were put in to show - you mean 
the four or the three? 

Q@. They are all exactly the same. Apparently 
there are more than four there, there are six. 

A. The reason why we show Toronto and Montreal 
was to show the difference in ton mile and car mile 
earnings to the two points. 

Q. I understand that, and it is exactly the 
Same for the six? 

A. We put the Montreal-export in so that you 
would know that the same rate applied on export 
as on the domestic, for the reason that when you 
come over to the next table then you will find the 
export rates on the meats and packing house products 
are lower than the domestic rates. 

Q. Is there a large movement of livestock 
traffic from Winnipeg, Moose Jaw and Calgary to 
Montreal and Toronto? 

Ae ‘Yes, siy. 

Q. Is it mostly hogs or cattle? 

A. Off hand I could not say the relation 
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between hogs and cattle, but I would think there 
would be a heavier movement than cattle. 

Q. A heavier movement from the west of hogs? 

A. Yes, sir, but that information is available 
in statistics published, I think, by the Livestock 
Association. We have it in Montreal, and we could 
get it for you if you like. 

Q. It would be rather interesting to know just 
to what extent there is this movement of livestock. 

A. Yes, Sir: 

~Q. In your Brief on livestock I think you have 
them on pages 133-134, when you are working out the 
rates. Does the length of haul have a fairly important 
place? You mentioned earlier the various factors 
which enter into rate-making including length of 
haul. Would that be a fairly influential item which 
would offset the low rates on livestock? 

A. The longer the haul, you can have a lower 
car mile earning, and still have a rate that is 
compensatory, but in the case of the livestock, the 
railways reduced the rates on livestock to assist 
the producers back in 1921, which makes the earnings 
of that traffic very low. 

I might explain that to you a little. The rates 
on livestock from Western Canada to Eastern Canada 
were always very low. Now, the livestock rates had 
the 15% increase and the 25% increase. Then it had 
the 40% increase in 1920. Now, in 1921, the railways 
removed the increase in the rates on livestock in 
Eastern Canada and Western Canada, and they also reduced 


the rates from the west to the east (Ithink it was 20%) 
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to assist the livestock industry at that time, which 
was in a very bad condition. The rates were 
Originally below, but the increases were just wiped 
out. 

Q. So that it is really the emarpends element 
which explains this rather than any consideration of 
the length of haul such as you outlined in your 
description of rate -making? 

fay (tee, BLT 

MR. CARSON: Q. I think you had been saying, 
Mr. Jefferson, that there was a Similar variation 
between the rates on livestock and the rates on 
packing house products, and then you were drawing 
attention to the fact that fresh meats have rates 
that are 157% of the rates on livestock, and packing 
house products have rates which are Only 106% of 
the rates on livestock? 

A. Yes, sir. That was with respect to Chicago 
to New York. 

el, WYER 

A. On the other hand, from Kansas city to 
New York, while fresh meats are 146% of the rates 
on livestock, the rates on packing house products 
are more than 115% of the rates on livestock. 

Q. Just before I put the next question to you, 
Mr. Jefferson, if you look at Exhibit 174, the 
right hand column, the outside column on the right, 
"Percentage P.H.D." should be "P.H.P. "9 

A. It should be "P.H.P.", yes, packing house 
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Q. Now what does the table show by way of 
comparison between the relations established in 
the United States and those existing in Canada? 

A. The table would indicate that there is no 
greater variation in these relationships in Canada 
than there is in the United States, although admittedly 
these relationships are not uniform or the same 
as those in the United States. 

Q. Have you any further comment on this sub ject 
before you conclude your evidencee? 

A. I think the Commission will find that the 
matter of the relationship between the rates on 
livestock and the rates on fresh meats and packing 
house products, has been dealt with very exhaustively 
in the judgment of the Board in the so-called 
Gainers Case. 

Q. And where is that reported? 

A. In 1928. That is reported in' 18° 2.0.8: & &, 
550. Tt am of the Opinion that whatever may be the 
proposal of Alberta, the matter must in the last 
analysis be for the Board of Transport Commissioners 
to decide in any given case; and that as regards the 
rates on livestock on the one hand and fresh meats 
and packing house products on the other, the Board 
did in effect in the Gainers Case deal with the 
quest,ion on the merits, and a similar proposal that 
fixed relationships be established was rejected by 
the Board on that occasion. 


Q. Then what is your general conclusion with 


respect to the Alberta proposal? 


A. In my opinion, for the various reasons I 
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have given, I think the Suggestion is wholly impractic- 
able and that in any case the Board now has jurisdiction 
to deal with the matter and will deal adequately 

with it in any given case. 

COMMISSIONER ANGUS: Mr. Jefferson, if we 
could go back for a moment to your general argument 
that the rates on livestock would have to be increas#éd 
because the rates on finished products could not be 
decreased, does that assume that Alberta admits that 
the railways are not making too much money? 

A. We would assume that Alberta admits that 
the railways are not? 

Q. Does it assume that Alberta admits that 
the railways are not making too much money? 

A. I would rather Alberta would answer that 
question, but I don't imagine they would. There is 
difficulty in getting such an admission. 

MR. FRAWLEY: I would be very glad. Frankly 
I did not see the import of your question, I am 
sorry, Sir, except that it was not directed to me. 

COMMISSIONER ANGUS: The argument, Mr. 
Frawley, seems to be this, that you could not bring 
the two rates closer together by reducing the higher 
rate, because that would diminish the railway revenue, 
and railway revenue was only admittedly at the level 
that was just and reasonable. Now, I ask Mr. Jefferson 
if he says, assuming iBee ewes of railway revenue 
was merely at the just and reasonable level, that 
there was a possibility that he considered there was 
a margin which could permit of some rates being reduced. 


MR. FRAWLEY: I am reminded, sir, that our 
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position when we were putting our case, I think, 
was that we wanted the adjustment in the relatkonship 
considered separately and apart from what might flow 
from that in the way of reduced revenues. Then any 
reduced revenues which are reduced beymd the point 
where that financial need, of the railways may not 
be satisfied, must be made up by general increases, 
I have said that with respect to every Single pro- 
position I have put before the Commission. Perhaps 
in making a short haul the immediate result would be 
a loss in revenue. If it is unjust, let us get rid 
of it. Then let us make up to the railways whatever 
proper loss of net revenue is occasioned thereby. 
That goes for the general level of rates, east and 
west; it goes for all the adjustments which at least 
I may advance. I don't desire that one penny of 
needed revenue should be denied the railways, but I 
Say that must not be at the expense of continuing 
injustices. 

THE CHAIRMAN: How would you make up for 
the needs, for the things which are not - - 

MR. FRAWLEY: There would have to be a 
Seneral overall increase. 

THE CHAIRMAN: Do you mean throughout the 
country? 

MR. FRAWLEY: Yes. 

MR. CARSON: Horizontal. 

MR. FRAWLEY: That still leaves the argument 
there as to whether it should be horizontal for the 
railroads. 


COMMISSIONER INNIS: Have you raised any 
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question as to the feasibility of raising the rates 
On livestock? You Suggested it was an emergency 
depression in rates which was continued over a long 
period, and one wonders whether you have felt from 
time to time that it should be raised. 

A. We have felt from tkme to time that the live 
Stock rates from western Canada to Eastern Canada 
Should be raised, but we have not increased the 
rates since we made the reduction in 1921, except 
the 21% increase in 1948, and the interim 8% increase 
in 1949. 

Q. But you have never considered it as being 
out of line, as you would, for example, in the case 
of Crow's Nest rates on grain? 

A. Being out of line? 

Q. Yes. 

A. Well, we have always considered livestock 
rates were very very low, and should be increased, 
but we have never felt that we found the Opportune 
moment to increase them. 

THE CHAIRMAN: You are talking now of rates 
which the railway itself fixes? 

A. Thaghis Pient. 

2. They must be compensatory rates? 

A. But they really are not. 

MR. CARSON: You reduced them for the 
reasons you gave. 

THE CHAIRMAN: Why were they fixed so low? 
What was the motive? It was not competition in this 
case? 


A. No, sir. The reason why they were reduced in 
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in 1921, was to assist the livestock industry. 

MR. CARSON: You said it was in bad shape 
at that time? 

A. Throughout Canada, not only in the west, 
but in the east. 

THE CHAIRMAN: And you said so far since 
1921 only once? 

A. Twice, by the 21% and the 8%. 

COMMISSIONER INNIS? But never in relation, 
that is to say, never Specifically limited to live- 
Stock. It has always been in a Beneral increase? 

MR. CARSON: The two increases were general 
increases. 

A. The gnneral increase is always applied to 
livestock rates. 

COMMISSIONER INNIS: You say you never 
felt the opportune moment had arrived? I wondered 
what you mem t. 

A. What I meant by that was to increase them 
again after we made the emergency reduction, we will 
call it. The other rates were increased, between, 
we will say, 1921. and 1948. 

COMMISSIONER ANGUS: And the relative 
level has never been brought back? 

A. That is right. The depressed level was 
never brought up to what it was before the emergency 
reduction. 

COMMISSIONER INNIS; And you have never 
felt it expedient to present the problem to the Boar@ 


A. No, we would not present it to the Board of 


Transport Commissioners. It would be a matter for the 
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railways to take action on their own initiative. 
Q. You would have to file it with the Board. 
A. We would have to file a tariff with the 

Board, and the tariff would have been Suspended, 

probably would have been,on application, and then 


1t would have been heard and decided. 
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MR. CARSON: Q, Well, when you reduced the 
livestock rates in 1921, that reductiion was especially 
applied to livestock and not to other rates? 

A, That is right, 

Q. That is what happened in 1921? 

As “Xee, pir: 

Q@. And that was because of the emergency in the 
livestock industry which you referred to? 

A. Yes. 

Q. The last subject that you are to deal with, 
Mr, Jefferson, is that of the "Canadian Pacific Line 
Nerth of Lake Superior", which appears in Pert II of 
the Canadian Pacific submission at pages 135 and 136, 
Would you read those two pages, please? 

A. "In the brief of Saskatchewan many references 

are made to the so-called 'Bridge! or ‘Wilderness! 

between Eastern and Western Canada comprising the 

Canadian Pacific Railway line in the territory 

between Sudbury and Winnipeg. 

On page 5, it is stated that -- " 

Q. That is of the Saskatchewan brief? 
A, Yes, 

"On page 5 it is stated that 1,000 miles of 
wilderness, yielding relatively little in the way 
of revenue freight, separates Saskatchewan from 
the industrial areas of Ontario and Quebec. On 


page 6 the statement is made that as a matter of 


national policy, the Government of Canada determined 


that a Transcogtinental railway should be built 


wholly within Canadian territory rather than follow 


the more obvious route which would have necessitated 


a portion of the line passing through the United 


States. This, it was stated, was done at very 
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considerable cost, not only in construction around 

the rocky north shore of Leke Superior, but in 

operations since that time, 

This matter 1s again referred to on pages 79 
to 81, inclusive, of the brief, On page 81, the 
statement is made that the construction of the 
Canadian Pacific --" 

Q. In order to be clear for the record, those 
page references you are giving are to the Saskatchewan 
brief? 

Aly) Thet Ls. rent. 

Q. I think they were from a mimeographed copy 
which was all that was available before we prepared our 
brief, yes, 

A. "On page 81 the statement is made that the 

construction of the Canadian Pacific to the north 

of the Great Lakes was dictated by national policy 
and can only be justified as in the national 
interest. It is further stated that the costliness 
of the construction through these regions accounts 
to a considerable extent for the fixed charges of 

Canadian Pacific and is reflected in railway 

rates. Moreover it is said the hundreds of miles 

of Shield bridged by the Canadian Pecific remain 
unremunerative in terms of traffic and thus not 
only the fixed charges but also the operating 
costs of the region fall upon traffic which 
originates or is destined elsewhefre. 

At page 103 of the brief, the position is 
taken with ‘absolute definiteness!' that the 
high cost of construction and operation in the 
region north of the Great Lakes can in no sense 


be chargeable to the Prairie region and 'This 
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route was dictated by the national policy ana 
the Prairie region ought not to pay additional 
cost as a result!, 

It 1s quite apparent, from many of the state- 
ments made on this Subject, that those making them 
are not properly informed, While it may be that 
in the development of this country, the traffic 
originating in this area was not as abundant as 
that in the Prairie provinces, this, however, is 
not now the case, During the year 1948 the number 
of tons of traffic originating on the lines of the 
Canadian Pacific in the so-called unproductive 
area’ and in the Prairie provinces, with tons per 
mile, is shown hereunder: 

Number 
of Tons Number 
of Originating of Tons 
Area Traffic Per Mile 
Between Sudbury and Port 
Arthur 1,308, 087 2,425 
(Excepting Sudbury and 
Port Arthur) 


Port Arthur, Fort William 
and West Fort William 145,531 =e 


Between West Fort William 
and Winnipeg 850,923 1,974 
(Except West Fort 

William and Winnipeg) 


Between Sudbury and 
Winnipeg 2,904, 341 2,991 
(Excepting Sudbury 
and Winnipeg) 


Province of Manitoba 3,191 POT? 1,698 
7 "Saskatchewan 5,082,412 Va tad 
% "Alberta 6,892,240 eo peo: .* 


THE CHAIRMAN: With respect to this 
enumeration of the provinces, take, for instance, 
Manitoba: you take all originating traffic; does that 
mean going not only from point to point within 


Manitoba, but also from Manitoba out to other provinces? 
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A, Yes, “siy 

Q. All the traffic? 

A. All the traffic originating in Menitoba, no 
matter where it was destined. 

"One method of determing the value of a line 
is the tons per mile of originating traffic, 
During the year 1948 the so-called wilderness 
between Sudbury and Winnipeg originated a larger 
amount of tonnage per mile of railway than any of 
the Prairie Provinces taken individually or 
collectively. There is no reagon to believe that 
the tonnage produced in the area between Sudbury 
and Winnipeg will not continue in reasonable 
relationship with the Prairie Provinces." 

COMMISSIONER INNIS: Q@. Have you any 
estimate as to the revenue produced by those movements, 
let us say, by the number of tons originating in these 
various regions? 

Aa NO. ae, 

Q. This is just using the one measuring rod? 

Boe GR, Sty. 

Q. There is no way of getting it, I suppose? 

A, You could not determine the revenue without 
an analysis of every way bill, 

YS. .8c, tiat te rieht, 

MR. FRAWLEY: Q. Are you able to say, by 
and large, what that traffic is which originates on 
the Superior region or territory? 

A. I will give it to you in a few minutes. 

THE CHAIRMAN: @Q. You say the excess is 
in favour of the unproductive and exceeds the Prairie 
Provinces taken individually or collectively? 
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Q. Do the figures you give justify the use of 
that word "collectively"? 

A. Yes, sir, The figures for each of the 
provinces are less than the number of tons per mile, 
the number of tons of Originating traffic per mile 
between Sudbury and Winnipeg. | 

Now, if you added the miles for Manitoba, 
Saskatchewan and Alberta together you could not get 
anything higher than the number of tons for the 
provinces individually. In fact it would be much less. 
It would be something, I suppose, between -- I do not 
know what it would be, but it would be much less than 


2,629, 


"Canadian Pecific submits that there is no 
evidence that the burden of overcoming the dis- 
advantage provided by the operation of the 
railway through the so-called ‘wilderness! north 
of Lake Superior is any greater than if an 
alternative route through the United States south 
of the Great Lakes had been used. At all events 
that burden, if it can be called & burden, has 
not caused railway rates between central and 
western Canada to be as high as those on the more 
fortunately situated railway lines in the United 
States. Reference is again made to pages 52-55 
of the Appendix to Part I of the submission." 

MR, CARSON: Q. Page 135 which you have 
just read mentions that the province of Saskatchewan 
stated that construction of the Canadian Pacific 
line to the north of Lake Superior was dictated by 


national policy and that the Prairie region ought not 


to pay additional costs as 4 result. What have you 


to say about that? 
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A. It is my opinion that those who were responsible 
for this national policy were possessed of great vision 
and courage and realized that the building of the 
Canadian Pacific wholly within Canada over a long term 
of years was in the best interest of Canada. 

Q. What have you to say about the statement of 
Saskatchewan that the Prairies are paying additional 
costs as 4 result of the Canadian Pacific line being 
constructed north of Lake Superior instead of through 
the United States? 

A. As I have just read from page 136, those making 
those statements are not properly informed. If the 
Canadian Pacific had to operate through the United States 
to reach Western Canada from the east, it is my opinion 
that the freight rates would be higher than at present 
applicable wholly within Canada. It must be realized 
that the haul through United States would be a lengthy 
One and the rates would naturally have to be related 
to the United States rates, 

Q. Have you any examples of these? 

A, Yes, sir, The tables shown on pages 52 to 55, 
Q The tables shown on pages 52 to 55? 

A. Of the appendix, Part I, 

Q. Yes? 

A Of the Canadian Pacific submission, show a 
comparison of the rates ae eastern Canada to western 
Canada with the United States rates for similar 
distances, These examples are very interesting and 
will disprove any assumption that the Prairies are 
paying any higher freight rates on traffic from the 
east due to the Canadian Pacific line north of Lake 


Superior. 


Q. Are there any of the examples which you desire 
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to draw attention to? 

A, I explained these examples quite extensively 
when I gave my evidence in December; but there might be 
one or two examples now, if you like. 

Q. Perhaps one or two, and then, I think, the 
tables would speak for themselves. 

A. On automobiles from Detroit, Michigan, to 
Butte, Montana, for 17024 miles, the rate is $6.01 per 
100 pounds, 

Q. This is shown at page 54 of the appendix to 
Part lL? 

A, Yes, sir. While from Windsor, Ontario, to- 
Regina, for 17071 miles, the rate is $4.33, and with 
the 8 per cent increase, it is $4.68, 

Now, boots and shoes from Boston to Minneapolis, 
for a haul of 13014 miles the rate is $3.55; while from 
Montreal to Winnipeg, for a haul of 13055 miles, the 
rate is as shown, $2.15; but with the 8 per cent 
increase, it becomes $2.32. 

Q. $2.32? 

Buy yes, Bir, 

Q. Then I think with those two illustrations, 
perhaps the tables speak for themselves? 

A, Yes, sir, 

Q. Has there been much development on the line 
from Sudbury to Fort William in the past few years? 

A, Yes, sir, there has been & large industrial 
development on the line between Sudbury and Fort William. 
In addition to & number of large lumber mills there has 
been a considerable development in the pulp and paper 
industry in that area, and it has brought millions of 
dollars in United States capital to Canada. 


Q. Can you name some of these? 
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COMMISSIONER INNIS: Q,. TI suppose there would 
be no way of getting a table indicating the increase 
which has taken place? You are just making a general 
statement? 

A, You mean an increase in the volume? 

Q. Yes; the increase in the number of tons 
originating, going back over a considerable period of 
years, to bring the point out sharply? 

A. Yes. I do not know how far back we would have 
the information, but a table Similar to the one shown 


on page 136 for the year 1948 could be prepared for some 


year, it may be ten years ago, Or something like that. 
I do not know how far back they would have the information. 

Q. I suppose a great deal of dévelopment has taken 
place since the depression? 

A. Yes; 

@. And a great deal since 1920? 

A. Yes, sir. There has been & great deal of 
development in this territory which we are discussing, 
particularly between Sudbury and Fort William since 1939, 

Q. You would regard 1939 as a sort of base year? 

A. Not necessarily for a thing of this kind. But 
these mills I am speaking of at Merathon and Terrace Bay 
would be built since 1939. The one at Red Rock was built 
some time before that. 

Of course, the lumber mills have been there 
for a good many years. The Marathon Corporation of 
Menasha, Wisconsin, built a large pulp mill at Marathon, 


Ontario. 


The Long Lac Pulp and Paper Company, a subsidiary 
of the Kimberly-Clark Corporation of Neenah, Wisconsin, 


have a@ large pulp development at Terrace Bay. 
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The Brompton Pulp and Paper company operate 
pulp and paper mills at Red Rock and Nipigon, 

The International Nickel Company at Copper 
Cliff, as everyone knows, is a great asset to Canada. 

MR. FRAWLEY: Q. Are you including nickel 
operations in these figures? 

A. No, sir, not so far as Copper Cliff is con- 
cerned; but so far as International Nickel is concerned 
it operates a development on this line between Sudbury 
and Fort William, so it is included. 

Q. Copper Cliff, I thought, was on 2 branch to 
Levack;and those places west of Sudbury, you are 
including them? 

A, The interest was on that line. J 

Q. That is the Sudbury area; I do not know what 
you mean when you said you excluded Sudbury? 

A. I excluded the City of Sudbury. 

MR. CARSON: Q. Where is Falconbridge 
situated? 

A. That is on the Canadian National, sir, not 
on the Canadian Pacific. . 

Q. Then you do not think, Mr. Jefferson, that this 
line is a burden? 

A. No, I do not consider this line a burden to 
the Canadian Pacific or to anyone else. In fact, it 
is a definite asset to the Canadian Pacific and to 
Canada, not only because of the traffic it originates 
and receives, but also because of the very large 
traffic between eastern and western Canada, both freight 
and passenger, which moves over it. 


Q. Have you anything further to say on this 


subject? 
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A. No, sir, except that if the Canadian Pacific 
had not been constructed wholly within Canada north of 


Lake Superior, then in my Opinion this territory would 


in fact be a wilderness. 

Q. Yes. 

COMMISSIONER INNIS: -@. Would the 
Saskatchewan brief hold up, let us say, to 1914? 

A. What is that? 

Q. Would the Saskatchewan statement be adequate 
up to 1914? 

Bw UG tCO.191N? 

Q. Yes? 

Ae wlGtensir. 

MR. CARSON: Q. In designating it as a 
"wilderness"? 

COMMISSIONER INNIS: Yes, 

THE WITNESS: I would think it might, yes, 
sir. 

COMMISSIONER INNIS: Q. This extraordinary 
increase since the first war has brought it into 
prominence, and I suppose it has become of tremendous 
importance to the railway? 

Aim KLOSy a 81P 

Q. In cutting down what was previously a wilderness 
and making it blossom like 4a rose? 

A. In this table on page 136 we have shown the 
tonnage which originates on this line. There is a lot 
of terminating tonnage which is not in there, and there 
is a lot of overhead tonnage, if you will. The tonnage 
moving east all-rail from the west, or from the west 
to the east is much heavier today than it was back 


in 1914, yes, sir. 


Q@. I was wondering how far the great change which 
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has taken place in the region has been reflected in the 
revenue Of the road? 

A, Your revenue is derived from three sources, 
Take the line between Sudbury and Fort William. ‘There 
is tonnage which originates on the line; there is tonnage 
which terminates on the line; and there is tonnage which 
passes over the line. It would be a tremendous job to 
determine the earnings of a particular line of railway, 

Q. But the @savelopment has not been such as to 
ease your situation to the point that you did not need 
to ask for an increase in the rates? 

A. ‘No, sir. ’ 

MR. FRAWLEY: If you eliminated the nickel 
traffic originating at Copper Cliff from the one million 
odd, would you hazard a guess as to how much would be 
left? 

A. None of it is in there. 

Q THE CHAIRMAN: Q. What is that? 

A. None of the tonnage which originates at Copper 
Cliff is in there, 

MR. FRAWLEY: Q. What about Levack? 

A. Levack is in there because Levack is on the 
main line between Sudbury and Fort William. 

THE CHAIRMAN: We had better clear this matter 
up after lunch. 

MR. CARSON: That concludes Mr. Jefferson in 
Chief. 

THE CHAIRMAN: We shall adjourn now until 


this afternoon. 


-~--At 1 p.m. the Commission adjourned until 2.45 p.m. 
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Ottawa, Onterio 
February 16, 1950. 


Biteetinine ON. 8 we 8 8.7 i 
NN OL ON 


MR. EVANS: Your lordship asked during 
this morning's proceedings about the procedure 
before the Interstate Commerce Commission on 
how @ person who had been awarded reparation went 
about collecting the reperation, and I would 
like to give your lordship the reference while we 
are not too far removed from Mr. Jefferson's 
examination-in-chief, 

The first section I would like to refer to is 
Section 8 of the Interstate Commerce Act. In that 
Section it provides for the remedy in the event 
that a carrier disobeys or does not do something 
that the Act requires, and under Section 9, it is 
provided that:- 

"Any person or persons claiming to be 
damaged by any common carrier subject to the 
provisions of this part may either make 
complaint to the Commission as hereinafter 
provided for, or may bring suit in his or 
their own behalf for the recovery of the 
damages for which such common carrier may be 
liable under the provisions of this pert, 
in any district or circuit court of the United 
States of competent jurisdiction -" 

And then, there is further there about that. 
Then, under sub-section 2 of Section 16 it is 


provided that:- 
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"If a carrier does not comply with an 
order for the payment of money within the 

time limit in such order, the complainant, 

or any person for whose benefit such order 

wos made, may file in the district court of 

the United States for the district in which 

he resides or in which is located the princi- 

Pal operating ofitice of the carrier, or 

through which the road of the carrier runs, 

or in any State court of general jurisdiction 

having jurisdiction of the parties, a 

complaint setting forth briefly the causes 

for which he claims damages, and the order of 

the Commission in the premises. Such suit in 

the district court of the United States shall 
proceed in all respects like other civil suits 
for damages except that on the trial of such 
suit, the findings and order of the Commission 
shall be prima facie evidence of the facts 
therein stated" 

and so on. 

THE CHAIRMAN: Then the courts in question there, 
if I followed you correctly, are all United States 
courts? 

MR. EVANS: Oh, yes. 

THE CHAIRMAN: I am distinguishing as between 
State courts. 

MR. EVANS: Well, the State courts, as perhaps 
your lordship knows, in certsin cases where the cause 
of action arises out of the state, sometimes depend 
for jurisdiction upon the extent to which the defendant 
may have property in the State. We have had a lot 


of cases of thst involving railways, but it may be 
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tried in the district court which is a factuel court, 
or in the State court having jurisdiction, end I assume 
the extent of the jurisdiction may be measured by the 
amount of assets the defendant hes in that State. 

Then, in order to distinguish what happens in the event 
of orders for payment of money or other kinds of 
orders, if the Commission is interested, they will 
find that in sub-section 12, and that provides --- 

THE CHAIRMAN: Sub-section 12 of the same 
section -- 16? 

MR. EVANS: Yes, sir. Sub-section 12 deals 
with orders for the payment of money which would be 
reparation and sub-section 17 deals with other kinds 
of orders and provides: 

"If any carrier fails or neglects to obey 

any order of the Commission other then . 
for the payment of money while the same is 
in effect, the Interstate Commerce Commission 
or any party injured thereby, or the United 
States, by its Attorney General, may apply 
to any CEE hie Ae United States of 
competent jurisdiction for the enforcement 
ef such order. If, efter hearing, such 
court determines that the order was 
regularly meade and duly served, and that 
the carrier is in disobedience of the 
same, such court shall enforce obedience 
to such order by 2 writ of injunction or 
other proper process, mandatory or 
otherwise --~" 
And so on 
THE CHAIRMAN: Thank you, Mr. Evans. Does 


anyone wish to question Mr. Jefferson? 
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MR. C. E. JEFFERSON RECALLED 


COMMISSIONER INNIS: I want to ask one 
question, Mr. Jefferson, as a matter of information. 
When you were discussing interline rates, would those 
apply to a railway which head leased snother reilway 
end which was separate in its organizetion? 

A. Which had leased another railway? 
Q. Say a 999 year lease. 

MR. EVANS: I wonder if I might give you 
en answer to that. We make no distinction between a 
railway owned railway or a railway leased under 
@ 999 year lease, 

COMMISSIONER INNIS: Would that be true of 
the Canadian National? 

MR. EVANS: I cannot speak for the Canadian 
Notional, 

MR. HART: Yes, it is true of the Cansedian 
National. 

MR. EVANS: That does not apply to an 
Eastern United States line that is a leased line 
and there have been two lines over there for special 
reasons which I om not at the moment fomiliaer with. 
There sre outside interests involved in that Company. 

MR. HUME: Mr. Chairman, with Mr. Jefferson's 
permission and before I ask him questions on one or 
two points, I have a document which I should like to 
file 38 an Exhibit because I think the Commission 
hes expressed interest in the regulation of international 
trucking rates. I am not making any point about this 
document but I want to file -- I have procured the 
five copies for the use of the Commission and its 


staff. It is a tariff No. 66 which will be Exhibit 175 
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published by the Interstate Commerce Commission and it 
covers points situated in the Dominion of Cansde and 
points in the United States in ebout twenty states 
named in the tariff and the points in the Dominion 
of Canada ere shown on Pages 6 to 9 of this tariff 
end they ere 3211 situated within the Province of 
Ontario. I have not counted them but there sare four 
or five pages of these points in Ontario and this is 
the tariff, I am edvised (this wes procured through 
an agent in Buffalo New York) this is the teriff under 
which the Interstate Commerce Commission . regulates 
the rates of American and Canadian trucking companies 
travelling between Ontario and points in the United 
States, 

Nobody, I think, suggests that the Interstate 
Commerce Commission has any jurisdiction once a 
vehicle or 8 concern gets beyond their territorial 
limitations, but I am told this is the tariff: under 
which they regulate the rates, and that they effectively 
regulate them because the carrier has got to come 
back to the United States after he delivers his load 
and if he it is discovered he is not sedhering to this 
tariff set up, the Interstate Commerce Commission then 
punishes him in some way after he returns home. 

THE . CHAIRMAN: That would apply, as I 
understand it, to an American Company. How. about 
@ Canadian Compsny? . 

MR. HUME: Then the Canadian carriers have 
rights to travel in the United States and insofar as 
a Canadian company travels into the State of New 
York, let us say, they hare to go to the Interstate 
Commerce Commission if they sre travelling inter- 


nationally, as they would be and they have to get 
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a8 license and I think post certain bonds and comply with 
certain things, and the condition upon them is that if 
they do not do it, then, I understand, the way they are 
controlled is that they ere just not allowed the right 
to run into the United States so they behave, so to 
Speak, under this tariff. Because of the interest on 
this point which I think is shown in Volume 70 of 

the transcript, I have procured these five copies of 

the teriff which may be of interest to the Commission. 


BID WO, fot. Pile by Mr. ¢ Document MF. T.G.Ci 738 
Hume : Motor Tariff with 
: Supplement for points 
Between Cansda and the 
United States. 

MR. EVANS: I am sure my friend does not want 
to create an erroneous impression. He speaks of the 
teriff as a means by which the Interstate Commerce 
Commission regulates. I assume it is like a railway 
tariff and is not a means by which the Interstate 
Commerce Commission regulates; it is a tariff published 
by the carirers under the authority of the Interstate 
Commerce Commission. There is quite a distinction. 

MR. HUME: I think that Mr. Evans' te 
statement is quite correct and if I implied that this 
wes issued by the Interstate Commerce Commission I am 
Sorry. ls 16 Mob. L.c.0. 70, Motor Tariff with 
Supplement for points between Canada and the United 
States and it is issued by one W. G. Clayton, Jr. Agent 
of Buffalo New York, so it is issued by the agent no 
doubt under the authority of the Interstate Commerce 
Commission, 

THE CHAIRMAN: Do you know whet"M.F."means? 

MR. HUME: I would think it would be motor 
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CROSS-EXAMINATION BY MR. HUME 


Q. Now, Mr, Jefferson, I just have two or three 
points that I would like to discuss with you, the first 
of which arises out of your evidence in Volume 68 
which was the transcript for December 16, 1949, end you 
mention there at Page 14015 the reasons for the agreed 
charge principle being incorporated in the Act stating 
that they were a means to permit the railways to meet 
unregulated competition by means of s contract between 
the railways and interested shippers. The word "unregulated" 
appears several times through your testimony and I want 
to clear it up, if I can, by one fell swoop. Am I 
correct that by the word "unregulated", you are referring 
to the shipper who is moving his own goods in his own 
vehicle or are you referring generally to the carriage 
of goods by truck on the highway? 

A. I am referring generally to goods carried 
by truck on the highway end also by water to the extent 
that the carriage of goods by water is not regulated. 

Qs So that your use of the word "unregulated", 
like Mr. Walker's and others that have appeared, means 
"unregtlated by the Board of Transport Commissioners"? 

A. ~eh. B13", 

Qe You are not suggesting, Mr. Jefferson, are 
you, that, for example, in the Province of British 
Columbia that the motor carriers as to rates and other 
matters ere not completely regulated? 

B. The motor carriers in British Columbia may 
be regulated so far as common carriers are concerned 
but I do not know that they are regulated insofar 
as contract or private carriers are concerned. 

Q. And I don't think they sre. Then, on Page 


14016, the following page, you sre discussing the 
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number of agreed charge contracts thst have been entered 
into and you point out thet six of the twenty-three in 
the East apply to petroleum products? 

As Yes, sir, 

Q. In connection with that, just so that we can 
clear up the record, my instructions sre that so far 
as the commercial trucking industry is concerned, there 
are no tank trucks in the East that sare competing with 
you in the movement of petroleum products. Is that 
not correct? 

A. That may be mainly correct. The agreed charges 
on petroleum ere to compete with industry-owned tenk 
trucks. I understand there sre some truck operators 
who do operate tank trucks. 

Q. I think there is one company in Western 
Ontario with a few but it is very small ;but in the 
West I understand there is a large fleet of these 
commercial tank trucks and in the East my understanding 
is that there were perhaps half a dozen in the whole 
of Eastern Canedea. 

AS I cannot say to what extent commercial trucking 
of petroleum products in tank trucks amounts. I agree 
with you that it is not large. 

Q. so, therefore, these six agreed charges 
on petroleum products that you have: ntered into in 
Eastern Canada were under the threat that the industry 
itself was threatening to move its own goods? 

A. Yes, not only a threat but they were moving 
@ lot of the products by their own tank trucks. 

Q. And is that true for the two agreed charges 
in the East. on salt? Was that a thrreat f'rom the 
industry itself or from the commercigl trucking 


industry? 
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A. On salt? 

Q. Numbers 25 end 40, Mr. Jefferson, I think cover 
the movement of salt in Esstern Cénada. No. 25 is the 
movement of salt from Sandwich, Ontario, to Shawinigen 
Falls, Quebec, and No. 40 covers the movement of salt 
from Sarnia, Ontario to Beauharnois, Quebec? 

Ay The two agreed charges on salt in bulk were 
not published to meet truck competition; they were 
published to meet moinly water competition because 
there is no competition on truck lines in the . 
carriage of bulk traffic, 

Qe The point I wanted to clear up, if there was 
@ doubt in anybody's mind, certainly in connection with 
these petroleum agreed charges, was that they were 
entered into because of the competition of the shipper 
himself in his own vehicles? 

A. Mainly industry-owned trucks, yes, sir. 

Q. Now, then, the second point that I st 
wanted to clear up was in the same vohune at Page 10450 
when you were discussing with Mr. Carson the question 
of the Agreed charges. At the very bottom of the 
page in answer to a question from Mr. Carson, you 
Said this: 

"Well, it has been suggested in one of 

the Briefs of Alberta, I think, that agreed 

charges interfere with legitimate competition 

from other carriers. This is not so, because 

' motor carriers, which are mainly the 

competitors, which the agreed cherge is 

designed to meet, themselves originated the 

idea of contraxts with individual shippers". 
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"I venture to say that the so-called contract 
carriers by truck ere more numerous than the 
so-called common carriers by truck." 
I wondered, Mr. Jefferson, what was the basis of that 
opinion? Is that your an opinion? 

ive That is my own opinion. 

Q. You are awere, I take it, that in Ontario 
the classification of licences is such that one can 
determine exactly how many trucks are common carrier 
trucks and how many trucks sare contract carrier trucks? 

A. That may be, 

Q. It is the only province, I think, where that 
is possible? 

MR. EVANS: No -- in British Columbia. There 

is evidence at this hearing sbout that. 

MR. HUME: Well, dealing first of 311 with 

Ontario, perhaps I can tell you that there sare first 
two classifications -- A and B. A and B are what 
you referred to in this answer as "common carriers"! 
n Ontario. 
A You mean, the A and B licences apply only to -- 
Qe To common carriers, the A being to points 
on the King's highway and B. being to points on secondary 
roads, so that A and B would be the total of what 
you refer to here as the common Carrier, In 1948, 
and this is in the transcript somewhere, there wes 
4,456 of those common carriers in Ontario ies eps 
C. licences which is your contract carrier in Ontario, 
there is only 1,860 and I wondered, Mr. Jefferson, if 
you wished to comment on the fact that there is 
apparently over three times as many common carriers 
as contract carriers in Ontserio? 
MR. EVANS: What about Class D? Class D 


are contract carriers, 
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MR. HUME: Class D covers, I think, specific 
goods. Class D covers special equipment or designated 
shippers, That may be. It may be that Class D are 
contract carriers. There ere 1,026 of those so let 
us Say there are twice es many common carriers ag 
contract carriers in Onterio. There is 4,456 common 
cerriers in 1948 and 2,886 contract carriers, 

A. In making this statement as we did in my 


evidence we were speaking more of Canade as a whole. 
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Q. But certainly in one province, I believe 
you will agree with me that Ontario is certainly 
one of your largest and most representative 
provinces in connection with the trucking industry. 
It is where your problem is greatest. 

A. Ontario is one of the provinces where we 
have the keenest competition from the trucks, yes. 

Q. And I just want to suggest, for the purpose 
of keeping the record straight, that it is signifi- 
cant that there are, let us say, nearly twice as 
many common carriers as there are contract carriers 
licensed in that province. 

A. I am not familiar in detail with the motor 
truck regulations, but are not the same company 
common carriers and contract carriers? 

@, Not necessarily, Mr. Jefferson. They 
might have an A and they might have aC licence. 

heer, BLY. 

Q.. But the way the Department issue their 
information as to the number of A licences and the 
number of C licences, one can determine how many 
actual trucks are in the common carrier business 
and how many actual trucks are in the Contract 
carrier business. 

A. And they are not interchangeable? 

Q. They may be. You may have a man who has 
both A and C, but it certainlywould indicate that if 
he is a truck carrier he must be licensed as such. 


A. Quite so. Could you use that A truck for 
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Q. Not unless there is aC lisence on it, which 
would reflect in my figures. 

A. I see. 

Q. So that there are, we will say, 2886 con- 
tract carriers and 4456 common sepia eed and I am 
suggesting to you that the situation in Canada may 
not be quite the way it was stated in this answer, 
that there may be more common carriers. 

A. I could not say that there were, but I do 
believe that whether there are more common carriers 
licences than contract carrier licences (you may 
be able to answer the question) I would believe 
that the volume or the tonnage carried by contract 
carriers would be greater than the common carriers. 

Q. And why do you believe that, Mr. Jefferson? 

A. Because the contract carrier usually 
carriers a full truck. 

Q. May I then go on to my third point? You 
referred earlier in your evidence in Volume 68, to 
the pick-up and delivery service, and you explained 
to the Commission the reason for its original intro - 

which 
duction, was, to compete with the truck that you 
found was going to the shipper's door, and you had 
to provide the same service? 

a Co ts om ea 

Q. I just wanted to ask you whether or not 
in your experience you are now aware of a movement 
or tendency in the United States where the railways 
are now seeking to abandon their P. & D. service? 


THE CHAIRMAN: They are seeking to abandon 
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MR. HUME: Their pick-up and delivery 
service in the United States. I just wanted to 
know whether you knew about that. 

A. I am familiar with changes that some of 
the railroads in the United States have in mind 
with respect to curtailing their pick-up and 
delivery service. Pick-up and delivery service 
grew very fast during the depression period. The 
cost of the pick-up and delivery service in 
recent years has become such a burden that in some 
instances the carriers are withdrawing from the 
P..% D.. service or continuing the P.. & D. service 
but making a charge for the service. 

THE CHAIRMAN: Pardon me, are you talking 
now altogether of the United States? 

Ad ieee GL. 

MR. HUME: Has the Canadian Pacific rail- 
way made any application to or has it abandoned 
any pick-up and delivery services in Canada? 

Bs NOs Bir 

THE CHAIRMAN: Pardon me, does it charge 
POs 2s. for this service? 

A. In Canada? 

Q,.. Yes; 

A. Where we have the pick-up and delivery 
service, we do not charge for it. In Ontario and 
Quebec our pick-up. and delivery rates for distances 
in the territory west of Quebec and Megantic 
to Windsor and the Seg for distances in excess of 
375 miles we plus our class scale to include the 


pick-up and delivery service. 
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MR. HUME: Q. AmtI correct, then, Mr. 
Jefferson, in the understanding I have of the matter, 
that the reason why some of the American railroads 
are now abandoning that service is because they are 
finding it too expensive to carry on any longer? 

A. In some areas that is so. 

Q.- And would you Say that any studies you know 
of in your railroad would indicate that that was so 
in Canada? 

Ra. NOp sir. 

Q. Then I wanted just to discuss with you my 
fourth point very briefly, on the question of this 
less than carload movement. First of all in order 
to establish the thing on the record, I notice that 
the Canadian Pacific Railway in its submission 
adopts the submissions of the Railway Association 

A. Yes, gir. 

@. And the Railway Association in one of rate 
submissions had an appendix known as Exhibit 121. 
You are familiar with that exhibit? The appendix? 

A. I have seen it, yes. 

@:.eAnd in Exhibit 121, they have a graph 
which they call Exhibit 6, in which they show the 
cost per net ton mile of railway operations for 
1l.c.1l. and carload against truck operations, and 
they have set out lines for the various weights of 
truck. 

MR. EVANS: Mr. Hume, does not that show 
on the body of the submission, the Canadian National 
cost? 

MR. HUME: I think it does, yes. Mr. 
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Canadian National figures. I believe that is correct, 
Mr. Jefferson? 

A. Yes, sir. 

Q. Having adopted this Submission ag you have 
done in your brief, did you check any of these 
figures against the Canadian Pacific Railway cost 
to indicate whether they were - - 

Be.) gid not, no, sir. 

Q. Do you know whether it was done? 

A. No, eit aon't, 

Q. So that when, as you state at page 117 of 
your Brief, you adoot this Submission, you are 
adopting it on the basis of these being Canadian 
National figures and not necessarily relating to 
your company? 

A. That is Vien 

Oy, But. would you think, Mr. Jefferson, that 
Some of the conclusions that appear in this graph 
ea UGl Che Joost for dat.l. movement and 13 ton 
truck movement, for example, might be comparable 
between the Canadian National and the Canadian 
Pagirin? 

A. I would not think, so far as the railways 
are concerned, that there would be any great 
difference. 

Q. So that if the graph shows the situation 
based on the Canadian National figure, you think 
that perhaps the Canadian Pacific figures would 
Show almost the same result? 

A. They would be reasonably comparable. 


@.  Mnd this graph shows the cost in cents per 
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net ton mile for the different distances. You may 
recall, Mr. Jefferson, that up to nearly 100 miles 
(I think it is 97 miles) the 13 ton truck is much 
more economical than the railroad was up to 100 
miles, and the figures - - 

THE CHAIRMAN: What kind of truck? 

MR. HUME: Thirteen ton truck. 

A. That may be, I don't know. 

Q. And that over this the graph shows that 
the railway is a more economical means of moving 
freight? 

A. Well, I don't know. 

Q. I just wondered whether or not you were in 
the courtroom when Mr. Gaffney was being cross- 
examined “y my friend, Mr. Frawley, in which he 
read from a Senate document of an investigation in 
the United States with regard to the comparison 
betw n truck movement and weadiway 1.¢ st: movement? 

A No, sir. 

Q Do you remember that? 

A. No, sir. 

Q. It appears in Volume 49, at page 9366 to 
9373, in which the American investigation indicated 
that in that country under average conditions the 
truck is more economical than rail for less than 
carload quantities. Would you say that was true of 
Canada? 

A. For what distance? 

Q. They did not define it to distance, but I 
Suppose we will say 100 miles, what you might call 


Short haul. 
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A. And what is your question? 

Q. Would you say that would be true in Canada? 

A. That the carriage of less than carload 
traffic by truck was cheaper than by railroad? 

Q@. Yes, up to 100 miles. 

A.. Personally I don't know, but it may be some- 
what cheaper to handle by truck for short distances 
than by railroad, though I don't know what the line 
of demarcation would be. 

Q. So that you don't know of any study indicating 
where the truck becomes a more economical means of 
transportation than the railroad on less than carload 
lots? 

A. No, sir, but I think you would find that 
the volume of traffic carried, less than carload 
traffic carried, by the railroad for distances 
under 50 miles was very very small, and between 
50 and 100 would not be large. 

Q. So that most of the 1.c.1. movement is 
over 100 miles on the railway? 

A. I would think so. 

Q. And this free pick-up and delivery service 
that you operate now, you would say most of it 
applies to distances of over 100 miles? 

A. I would think so. I don't know that I 
would draw the line as far as 100 miles. I would 
rather you would say 50 miles. 

Q. Well, you said 50 and then up to 100 miles 
it was not much different. 

A. I said it would be more than up to 50, 


but I would not think it would be particularly large. 
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Q. And this free pick-up and delivery service 
that you provide, would you care to give me an esti- 
mate as to what percentage of that freight is over 
50 miles? 

A. No, sir, I would Not: +L don't know. 

Q. Then, Mr. Jefferson, the last thing that 
I wanted to discuss with you, because I think you 
are possibly the witness for the Canadian Pacific 
Railway who might be able to have some information 
on the subject, is whether or not you know of a 
development that is taking place in the United 
States where truck trailers are being moved on flat 
cars on a joint movement between the trucking 
industry and the railroads? 

A. Between the trucking industry and the rail- 
roads? 

Q. Yes. Well, the railroads are carrying the 
trucks on flat cars and they are both making some- 
thing out of the movement of freight. 

A. Well, I do know that there are some instances 
in the United States where truck trailers, as you 
term them, are put on to flat cars. 

THE CHAIRMAN: Pardon me, what do you say 
are placed on a flat car? Trucks are placed? 

A. Truck trailers are placed on a flat car 
at a shipping point and carried to a destination, 
and then the trailer is taken off the flat car for 
delivery at that point or in the surrounding area. 

I don't know how extensive the arrangement in the 
United States is, but we have not any such arrangement 


in Canada. 


na 


ty)? Seay ease CARNAL ode cig ole. outa 


«> 
: RSA Te 


| : - : ae , ve . \ iy : , i ., ve 
- ms OE 5, | ELSE SES fi Fee ie “EE &. as ee. . 3 Ge “ ¥ -- : 
; nite, a Buk 
. eo . ft ot Al le ate tue Te > ae 
ONE MO ME. Ae BRS Nes SRE. Ae : ah etal coe bs x — 
1 , j ’ , 
rn : 5 ri 4 . is 
AD sath oh, wane, ooh Pithbes ra RB PAY 


aS) : . toon ‘ 

Pa c i eo Beery: ; zeae Sve eee. Gaus oie 

id a Fett Lopes (29 Roteok eV Le es: wapt4 Sez i En. ty t bin, A , ‘ V4 ; 
hi es 2 4 iw te ~ | 


= AD 
'— y 2 j 
i 1 ‘ Ferg uae | a 
i ! : iat - : ion Ge wall a i 
Ey aiey Di a 
44) ea 
; a4 all a4 
2 , i e rs ee . 29 ; 5 
ars LER cone We FR as uty vA latipes eA WI ag BET AIR, : 
: = : 2 
’ : - aA ‘ Se pales) 
i Wek ¥ 
babe J; ted +teameee te toek. 6 i be 
yh NOM ' Deoagheady LOM RAS, ARO Gs Ce. Bes, . 


’ 
ha 
r P 
; 4 a th: gor bre - 
ve een Ns 2 
p ee eT. 
7 
1 
i 
Tt p = ws r AG 7 
= rae 4 Pe a SS Hey co wht, 
~ * or ~ + 3 


fie, apa: 


ee ey Cae ee 

7 , i” 4 - | 

re’ " ats & he ax ate i 
Leo ely 2. Chas aBhae: | 

; a: ee neh : aT) ; SE oe WEEN ' a3 y a sili He ue be & : J 


‘ Loe: GR. al ar Cea pay i afi “td 
| : +. Sgt a o Le +3: ee tue f, Shea cals 


ob ni phe » i Px ’ ~ a J TEX 
: Pe i pee ead. sang Tee .. i Hees ese 
Vale : . 
n i . \ , ee : 
i] ' Bion wt ee i tte ey we aad? AbRE da ng efi tA Pik shaaty tA. Ht } 
aa ee y aa ? 1 


i ‘ : i = yi 


ty Oa etet deed Mayet os 

sehboas, iG: S 

SH Geode. a ee 

ALS Bp SRE. dk. ty waaay Sate we isebed 

int Meee ere at its md mp wie ne 
; ; -'} ae. 


ue 
+ 


= 


- 15586 - Mr. Jefferson crex 


MR. HUME: Q. Has the Canadian Pacific 

Railway considered the possibility of making such 
arrangements with the trucking industry in Canada? 

A. We have been asked to carry truck trailers 
on flat cars in one or two districts in Canada, but 
after investigating them and the revenue we could 
obtain for hauling the trailer, the car mile revenue 
was so low that it would not be compensatory and 
we would not handle the traffic. 

Q. Well, I received this morning, Mr. Jefferson, 
a copy of an article that appeared in a magazine 
called the "Traffic World". I had not heard of it. 
Do you know of that magazine? 

A. Yes. 


Q. Is it the shippers! magazine in the United 


A. It is a magazine published by a corporation, 
that contains, you might say, railroad news, trucking 
news, shipping news, Interstate Commerce Commission 
decisions, and what not. It is a general magazine 
that has a very wide distribution in the United 
States. It is published in Washington and Chicago. 

THE CHAIRMAN: Pardon me, in this case 
where you say you refused to carry these trailers « 

Aw. Yes, six. 

Q. I assume that there is no question about 
carrying them as ordinary freight at ordinary freight 
charges? 

A. No, sir, but the rate we could obtain for 


the carriage of the trucks - - 
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si sis) CO LOW, Yee, 1 “see. 
A. We could not afford to do it. 

COMMISSIONER INNIS: These were not 
your own trucking lines? 

A. One of them was, yes. 
Q. In the case of the United States, those 
would be all incoming contracts. 

MR. HUME: Yes, they are. TI have some 
photographs I am going to file in a moment showing 
this movement in Boston for the information of 
the Commission; but this article came to me this 
morning dealing with this, and Mr. Jefferson has 
very kindly put on the record what this magazine 
is from which this article was printed. It was 
received this morning, dated February «Lis sand f+ 
deals with this very subject. I wondered, Mr. 
Jefferson, if you could tell me perhaps a little 
more about it? | 

A. I have not seen that issue. 

Q. Well, I have not either, and this was 
sent to me in the mail with no comment. The article 
points out that the loss of traffic by the railroads 
to the highways is a matter of concern for everybody. 
They say it is with this thought in mind that they 
resurrect that idea with the hope of reintroducing 
it from a fresh viewpoint. "We do this with the 
full realization that we, as a shipper, do not have 
a direct interest in the matter. We are thefefore 
introducing the subject with the sole intent of 
pointing out to the railroads a form of service 
which, if pursued, might be made successful and to 


their advantage". Then they talk about 
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arrangement of carrying trucks on flat cars, and 
they point out first of all that the Chicago Great 
Western Railway have such an arrangement. Did you 
know that? 

A, Yeas, sir, they have. 

Q. That the New York, New Haven and Hartford 
Railway have such an arrangement? 

pm ok og es a 

Q. And that the Denver and Rio Grande Western 
Railway has such an arrangement? 

A. I don't: know. 

Q@. You don't know as to that? 

pe) fos ne = he 

Q. The article goes on to say, and I would 
just like to read this sentence which goes under 
the quote "If you can't lick them, join them" 
philosophy. You agree with that, Mr. Jefferson? 

A. Not altogether, no, sir. 

Q. Now then, I have some photographs that I 
want to file as an exhibit. I just wanted to ask 
you one or two questions about these photographs 
that will be apparently Exhibit 176. There is a 
set of three photographs in the exhibit. The first 
one - I might say Mr. Chairman that having heard 
of this movement and thinking that it might be of 
some interest to the Commission, I sent to Boston 
and had these photographs taken, and only received 
Six copies, so that I regret that I have not got 
copies for counsel. But there are three photographs 
the first of which, the top one, is a photograph 


depicting these trailers on flat cars on a train 
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apparently being made up. Would you say that is 
what it was, Mr. Jefferson? It was made on January 
28, 1950, according to the notation on the back. 

Be. Yee ei. 

MR. CARSON: He says "yes" but he cannot 
prove the date for you. 

MR. HUME: No, but this is not a Cele. 
Mr. Carson. 

MR. CARSON: Sometimes TI forget that now. 

MR. FRAWLEY: Some people are a trial. 

MR. HUME: It shows the flat cars with the 
trailers on the back, and they look to be, some of 
them are obviously the same company, because they 
have numbers on them, but they look to be different. 
The second photograph shows two parallel lines of 
flat cars with these different trailers on. It 
looks like about seven flat cars in eon, tine. 

The third photograph shows the loading platform 
and it shows the actual loading of these trailers. 
PPI. eo aw te Led py : Three Photo- 
Mr. Hume. : graphs illus- 
: trating carriage 


of truck trailers 
on Flac cans. 
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THE CHAIRMAN: Coan you tell us what the point 
is about this? 

MR. HUME: I am not trying to prove anything, 
Mr. Chairman, except to discuss with Mr. Jefferson and 
to illustrate to the Commission that this competitive 
problem that we have heard about, that this might be 
one of the solutions end it is Something that is actually 
taking place in the United States and we then merely 
describe it which is the reason I had these photographs 
taken. 

THE CHAIRMAN: That is the carrying of trailers 
by the railway? 

MR. HUME: Yes, I was about to describe to Mr, 
Jefferson what took place and then that matter will be 
before the Commission as to exactly how this works. 

COMMISSIONER INNIS: Does the Interstate 
Commerce Commission preclude or prevent railways owning 
truck lines in that state? 

MR. HUME: I think, Dr. Innis, the answer to 
your question is yes, and I recall that in the submission 
of the Canadian Automotive Transportation Agzociation 
there was quoted in that Submission a statement issued 
by the Interstate Commerce Commission to the effect that 
they would not permit the extension of railways into the 
trucking industry in the United States, 

COMMISSIONER INNIS: Would this involve then 
8 separate contract or some working srrangement or some 
Sort of subsidiary ownership ? 

MR. HUME: I think that will develop as I 
discuss this mtter with Mr, Jefferson because he ap- 
parently knows of this movement md I am grateful to him 
for whatever information he can give me about it. I 


have certain information sbout it but with this witness, 
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I think I can get the picture. I understand, Mr, 
Jefferson, dealing with this particular movement which 
is the New York-New Haven Railroad, that it runs between 
Boston and New York? 

A. The railroad runs there, yes, 

Q. This movement of cerrying these trucks on 
flat cars is between Boston and New York and return? 

Re I know the New Haven Railroad do carry trucks 
on their cars between Boston and New York. Whether they 
ere carrier-owned trucks or Subsidiary line trucks or 
commercial trucks, I don't know. 

Q. Well, my information is that they are all 
independently owned and that they have set up @ rate 
of $56 a flat car, 

A. Independently owned by whom? 

Q. By trucking concerns that have no connection 
with the railroad at all, 

A. Well, I would not agree with that. 

THE CHAIRMAN: Do you mean that you do not 
know or -you do not think it is probable? 

A. I know that the New Haven Railroad have a 
Subsidiary trucking line. Whether they are hauling .their 
own trucks on flat cars between New York and Boston or 
whether they ore handling commercial trucks between 
New York and Boston or both, I don't know. 

MR. HUME: Mr, Jefferson, may I direct your 
attention perhaps then to the top of these photographs 
on which I see the trailers for 3 Company known as 
“Me and MN)" PUlrGHS TERS! dae at loading platform; as 
to the nomes of the companies who own these trucks, I 
just want to direct your sttention to the fact, Mr, 


Jefferson, that one is known as "M, and Ny” You cen ase 
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that various of these trailers have that stamp? 

A. I see "M. and N." but I don't know what it 
means. 

Q. Then there is one which is called the Rand 
Company. Thet is owned by the Rand Company? 

ae I would have to have a magnifying glass to 
Beno tice 

<i That says "Rand Company". 

A. Is that a truck? 

Q. That is a tractor and right behind it is a 

railway car. Do you recognize the railway car? 

A. There 2s\a coach behind it. 

THE CHAIRMAN: There is something there with 
the word "motor" on it. Is it "Motor Lines Incorporated"? 

MR. HUME: Yes, that is another company. I am 
trying to Gor ne out thet right in this photograph there 
are apparently several different trucking companies on 
that very platform waiting to be loaded. 

THE CHAIRMAN: Now, would you tell us what 
you sre seeking to establish here? You see, you are 
cross-examining 3 witness on something he has not 
said anything about so fer as I know. What is it you 
are trying to establish? What is your theory here, if 
you have one? 

MR. HUME: Only, Mr. Chairman, that this may 
be a matter of possible interest to the Commission 
from the standpoint of the general problem sbout which 
you have been hearing for many days. 

THE CHAIRMAN: Tell me this; what is the 
problem here that you think this throws light on? 

MR. HUME: The problem between the reilweys 
and the highweys for the revenue-producing freight, 


and this is one way in the United States, Mr. Chairman, 
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where I eam advised that both the railways and the trucking 
industry make something out of the movement of freight. 

If this railway did not carry these trailers from Boston 
to New York and they travelled by road, the reilwsy would 
get nothing. 

THE CHAIRMAN: When they travel by rail this way, 
are they full or empty? 

MR. HUME: They sre both because my instructions 
are that if the trailer is full, the railway receives 
$56 for the flat car and if a truck is empty the railway 
receives $28, and this informotiowhich I just received 
this morning indicates that it is apparently successful 
because they are both making something. 

THE CHAIRMAN: Now these trailers, sre they 
intended to continue travelling slong on their cars? 

MR. HUME: No, what happens Mr. Chairman is 
that if you look at one of the photographs, the motor 
part, the ‘engine part of the truck apparently takes 
the truck up on the flat car (it is shown in one of 
these photographs) end then the engine part leaves 
it in Boston and the railway then moves that trailer 
full of whatever it may be to New York and then, in 
New York, the Company have another tractor that picks 
up -- 

THE CHAIRMAN: Wheat Company? 

MR. HUME: The transport company, the truck 
company, end all the railways do is move the trailer full 
of merchandise from Boston to New York and other points. 

THE CHAIRMAN: These goods would not travel 
from Boston to New York by highway if they travelled 
by rail? 

MR. HUME: That is correct. 
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COMMISSIONER ANGUS: The shipper, I suppose, 
has no contractual relation except with the trucking 
compeny? 

MR. HUME: That is correct, a shipper has no 
contract only with the trucking compeny. 

THE CHAIRMAN: The railway is a sort of sub- 
contractor? 

MR. HUME: That is correct and I merely wanted 
to sey to the Commission that this was going on in the 
United States and to ask Mr. Jefferson whether the 
Canadian Pacific Railway has ever considered this as 
&@ possible solution in Canada? 

THE CHAIRMAN: Has sny motor company considered 
it? 

MR. HUME: I doubt it. 

THE CHAIRMAN: You are appearing for the 
industry. Have you made sny proposition to either of 
the railways to carry on in this way? 

MR. HUME: I doubt it very much, Mr. Chairmen, 
because the motor industry is not complaining to anybody 
thet they need more revenue or that they need more freight. 
They are apparently happy as they are. 

THE CHAIRMAN: But they are willing to share 
their happiness with the railways? 

MR. HUME: I think it is even more than that 
because my instructions sre that this movement 
inures to the benefit of everybody because the trucking 
company saves the gasoline, the wear end tear on 
vehicles and tires end everythimg else and the trucker 
is quite willing to pay $56 to the New York-New Haven 
Railroad to get that trailer moved from Boston to New 


York, and it is amovement, I think, that takes place 
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every night. It is an Overnight movement, I take it? 

THE WITNESS: Yes, thot is right, 

MR. HUME: Mr, Jefferson has already said he 
does not know about the rate so I have stated my 
information on that rate. 

MR. CARSON: He wants to be 3s helpful es he 
can but he does not know who "M. and N." are ana SO on. 

MR.- HUME: I realize thet. Mr. Jefferson, would 
you say that in your opinion such an arrangement would 
be to the benefit of Canadian Railways, say, between 
Toronto and Montreal? 

A. I would soy thet in any study that I have made 
of it, I cannot find that the earnings that we would 
receive for handling trailer trucks on flat cars would 
be compensatory, The Study that I have made is for 
movement between Montreal and Toronto and between Calgary 
and Edmonton, and there is no money in the treffic. It 
would have to hove Special cars, Special facilities 
for loading and unloading the trucks, and we have not 
found any compensation in such a movement. 

THE CHAIRMAN: Well, have you ever had negotiations 
with any trucking company about such movements? 

A. We have had requests, yes, sir, and we declined 
them. 

MR. HUME: And having declined them, Mr. 
Jefferson, then the truck that moves between the points 
you mention stays on the highway end the railways do 
not get any part of that revenue et all? 

re We get what we can by railroad and the truckers 
get what they can by highway. 

Q. My question is that the truckers, that is, when 


the trailer of the truck is not carried by railway but now 
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goes by road, the railway gets no revenue from the 
benefit of that movement? 

A. That is right, 

Q. Do you not think this is s possible solution 
for the competitive problem 2s you have stated it? 

A. Not unless we could meke some money for handling 
the truck and I have not been able to find that we can. 

COMMISSIONER ANGUS: Would it not be entirely 
a question of the rate you were paid? 
As Yeo jr siys 
COMMISSIONER INNIS: Mr, Jefferson, would it 
have something to do with the density of traffic between 
two large metropolitan centres such es Boston and 
New York? 

A. The volume between Boston end New York would 
be very extensive. You might have a trainlosd of it 
every night. The volume between Montreal and Toronto, 
or between Calgary and Edmonton would not be so 
extensive, 

Qe Your view is that it would be rather decisive? 

A. Yes, sir. 

it 
MR. HUME: I take/then, Mr. Jefferson, that 
you would not agree with the concluding paragraph of 
this article which starts out: 
"The railroads ought to assume the re- 
sponsibility for making the first overtures 

in this direction?" 

A. Not if there is no money im it. 

MR. EVANS: Dr. Innis, I think you might 
be interested, There has been some container studies 
and I think the Board made studies whi.ch dealt with 
that very question of the density and the movement 


in both directions, I think 2 member pf the Federal 
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Board, Mr, Eastman, made Several studies and I think one 
of them was 2 container study. 
MR. HUME: Thank you, Mr. Jefferson. 

CROSS-EXAMINATION BY MR. MACPHERSON 

Q. Mr. Jefferson, when Mr. Carson was examining 
you the other day at Poge 15158, he asked you this 
question: 

"Now, I want to bring you back to this 

question of what commodities were included in the 

Crow's Nest Pass Agreement of 18972" 
and the answer was: 

"Grain and flour," 

Ry Yes; sir, 

Q. But grain end flour were not the only commodities 
that werementioned in the Crow's Nest Pass Agreement of 
1897? 

A. They were the only commodities mentioned for 
the eastbound movement. 

Q. Were they the only commodities mentioned in 
the Agreement? 

A. No, sir, there sare other commodities mentioned 
for westbound movement. 

Q. And there were quite a number of these, were 
there not? 

Be Yes, sir, I believe there were, I suppose, eight 
or ten perhaps, 

Q. I think there were thirteen, 

A. That may be, 

@. And in respect off these thirteen there were 
to be reductions in the freight rate charged percentagewise? 


A. That is rigIht, yes, sir. 
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Now, I have the Act before me Chapter V of 


the Statutes of 1897, and I think this would be right 


for the record that these items would be -- on green 


and fresh fruits they were to be reduced 33-143 per cent 


from the rate applied? 


A, 
Q. 
A. 
Q. 
A 
Q 


e 


Yes, sir, 

Coal oil 20 per cent, 

Yes, sir, 

Cordage and binder twine, 10 per cent? 
Tes, si, 


Agricultural implements of ell kinds set up 


or in parts, 10 per cent? 


A. 
Q. 


168, S8ir4 


Iron including bor bends, Canada plates, 


Salvanized sheet, pipe, pipe fittings, noils, spikes 


end horse shoes 10 per cent? 


Ne 
Q. 


A 
Q 
A. 
Q 
cent? 
A 
Q. 
A. 
Q. 
A. 
Q. 
A. 
Q. 
A 


Yes, “sir, 

All kinds of wire 10 per cent? 
Yes, sir, 

Window glass, 10 per cent? 
Yes, sir, 


Paper for building ond roofing purposes 10 per 


Yes, sir, 

Roofing felt, boxes and packing, 10 per cent? 
Yes, sir, 

Paints of 311 kinds and oils, 10 per cent? 
Yee, sit. 

Livestock, 10 per cent? 

Yes, sir, 

Wooden warre, 10 per cent? 
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Q. And household furniture, 10 per cent? 

A. MGB; BL, 

Q. Now, until this Agreement was suspended in 
1918, the benefits of these reductions applied in 
respect of commodities in the classifications moving 
West? 

A. I believe that is right, subject to the 
increases in 1917, and the general increases and re- 
ductions in 1918, 1920, and 1921, 

Q. But I said 1917; the first increase was 1917, 
was it not? | 

ee No, sir, Merch, 1918. 

a So, in 1918 there was es suspension, not only 
in respect of the grain ond flour but the other commodities 
that I have mentioned in respect of their movement West? 

A. That is PIER « 

Q. And while, in 1922, the rates on grain were 
restored, the rates were never restored in respect of 
these other items? 

A. No, sir. As I recall it, the suspension of 
the Act on the westbound rates was extended from year 
to yeer until 1925 when the suspension wes withdrawn 
end then it carries published tariffs with the westbound 
Crow's Nest rates on the basis of the original Crow's 
Nest westbound rates from end to points on the lines 
of railway in existence in 1897. 

Q. Well, Mr. Jefferson, insofar es the rates are 
concérned is this not the fect, thst once the rates were 
Suspended in 1918, they remained suspended until 1925? 

A, I believe that is the date, yes, sir. 

Qe In the interim on grain rates, the grain rates 
Mad been restored in 1922? 

A. Thet ig right. 
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Q. The others had not been restored? 

A. They had not, but they were later restored, 

Q. Were they restored in 1925? 

he Yes, sir, or 1924 -- I don't know the exact 
date, 

Q. Well, now, what benefit y»~- You sare asking this 
Commission to recommend that sub-section V be partially 
deleted from Section 325, end thet the whole of sub-section 
VI be deleted? 

A. That is right, 

Q. You ere asking for thet? 

A. Yes, sir, 

Q. And I em suggesting to you thet when Parliament 
passed these amendments to the Railway Act that you 
are now asking to be deleted, that at that time all benefit 
under these rates in respect of movement westward died 
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A. They died when? 

Qi 1925; 

A. Not until after we haa restored the westboud 
rates from and to the points on the lines of the 
railways that existed in 1897. 

THE CHAIRMAN: Was that by some subsequent 
agreement that you made for partial restoration? 

A. No, sir, that was because the law required 
us to restore the rates, and in restoring them we 
confined them to the points on the railway that were 
in existence in 1897. 

Q. What law required you to restore them? 

A. Because the suspension had expired. 

Q. I see. You mean the restoration you made 
was confined to these old points. 

A. Yes, sir. 

Q Well, is that restoration still effective? 

RA. Ho, six. 

Q When were they abolished? 

A Then after we restored the rates from and 
to the points that existed in 1897, the shippers 
complained of discrimination because all shipping 
points and all points of destination on the present 
lines of the railway, were not included. Then there 
was a hearing before the Board and the Board's 
decision was given. Then it was appealed to the 
Supreme Court, and the westbound agreement was finally 
cancelled by Act of Parliament, I guess. 

MR. MacPHERSON: That is exactly what I 
have been saying. 


THE CHAIRMAN: What year was that then? 


\ Dat? SONA Use Seles) core rea Mee an ae Ot 


,. oo. edd 25 esi Sa te eairted sndood ne) 


i See ay 
a+’ © 
sd A a *®, 
eu 
; . wer 
pea ‘ 
Th, 
; seeree se. ts 
‘ 
, 
' 
rps 
j 
Y 
2 2 
vo 
2] 
i ‘ne 7 ; . wae § iy Cae ae i i y avi 
i Secrs+ at Pease sd See rSaT8s Neil. 7 A. . 
a ‘a re Q ae eat : see “ i 7 : Secae te i | 
tm , SANE wl ‘ = * % . oy a i 
(ics fo] 4s q) ei 1 aie om og ; 
‘ ri 
a PU aly 
cit by aia ea ae badbhe 
(Phe igert 46 baithiqiios 
ie), 
: | ‘ =, Ais ee . a 
: red Hef AED w= cs 1 tat Me aie - nee Cia oe ~ wees ft atte as een ics fae 
SUB jaa ae Lae peg pale pent a Pe (i te Ere ya i 
: * - Pos ‘gs 1 ito tsar 3 Ju b. igo) Boi idee, ie | bas ~ 35 Poy 
: : - P 2 
sha Aria aie ee 
me YA . > ‘ 4 p 
"i ; an? ‘to vents 
* : 


ee ae 
” 


‘Baie “dbbbbob! ; 


ant ri 


Pe eetelts wew di seid | brs din doh ke bre ait stint pe 


Lae ti a 


ws bie * te ah if i boi! | en 


flied’ Sail at Breed 
pa 


4 ‘ 
wt 


~ 15601 - Mr. Jefferson cr.ex 


A. 1925, but I wanted to make it clear that 
they did come back again after the Suspension in 
1918. 

Q@. Ihave said that. The Suspension took 
place in 1918 in respect of all rates east or 
westbound? | 

A. That is*rient. 

- And in 1922 the grain rates were restored? 
That is right. 
But the other rates were not? 


That is right. 


& & “O-gS ~b 


In the interim and while Parliament was 
Still sitting, in the meantime there was a reference 
to the Supreme Court, and the Supreme Court gave 
its decision that has been cited here, and the 
reference to Commissioner Boyce's observation? 

A. I merely want to make it clear that before 
that the rates had been restored and then they were 
Suspended again. 


Q. 


v 


But in any event with the amendments in 
1925 to the Railway Act, all the westbound benefits 
accruing under the Crow's Nest Act went out? 

Ae Yes, sir, that is correct. 

Q. That is what I wish to make clear. Now, 


the Crow's Nest Agreement or Act was 1897, but the 


railway company, your company was some considerable 


number of years before projecting this particular 
line, is that not so? 

A. I believe the Canadian Pacific Railway 
were projecting a line west from Lethbridge through 


the Crow's Nest. 
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Q. Yes, you are familiar with the annual 
reports of the company? | 

A. The recent ones. I have never read the 
annual reports back in those years. 

Q. Well, we have had to read a number of them 
in the past few years, and if you refer to 1892, 
Mr. Jefferson, five years before this, this is the 
report which I show you and the map that is attached, 
and you will see a projected line from Fort McLeod 
to Nelson? 

As © Yee, Sir, that is right. 

Q. That is about the line of the Crow's Nest 
Pass Railway, that is through the Crow's Nest? 

A. From Lethbridge - - 

Q. To Nelson. Now, in 1896 (I will refer you 
to one more annual report here) the last sentence 
in the annual report of the company that year 
to the shareholders, after dealing, as you will 
notice, for the whole of that page, with Nelson, 
Rossland, Columbia and Kootenay Railway at Nelson, 
it ends up this way in the last sentence over the 
Signature of William C. van Horne:- 

"The interests of the country at large 
are $o much concerned in this question, that 
your directors confidently expect reasonable 
assistance at the hands of the Dominion 
Government". 

That was in 1896. 

A. That is what the report says? 

Q. That is what the report says. 

MR. EVANS: Could I see that, Mr. 


Mae Pherson. 
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MR. MacPHERSON: Q. Now, in your state- 
ment the other day, Mr. Jefferson, at page 153 of 
Part I, you were dealing with the historical outline 
of the Crow's Nest Pass rates. 

A. Yes, sir. 

Q. And near the bottom of the page:- 

"Under arrangements with the Province of 

British Columbia, Canadian Pacific by building 

the line of railway earned the right to certain 

lands". 
Then you go on on the next page and refer to certain 
coal lands and the sum of $3,400,000 that you got 
by way of subsidy. Now, Mr. Jefferson, can you tell 
me how much by way of lands, you got. You refer to 
the right to certain lands. 

A. I cannot tell you nyself; no, air: 

Q. You have not informed yourself on that at 
all? 

A. ONG sir. 

Q. THE CHAIRMAN: Would not that be in the 
agreement under the statute? 

MR. EVANS: There were no lands under the 
agreement. We got lands from British Columbia. 

THE CHAIRMAN: I know, but they are not 
expressed in this agreement? 

MR. MacPHERSON: No, my lord. 

THE CHAIRMAN: That then was a separate 
agreement. 

MR. EVANS: Under the charters of other 
companies incorporated in British Columbia. 

THE CHAIRMAN: Yes, which you acquired. 


Other companies you say? 
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MR. EVANS: Other companies. 

THE CHAIRMAN: Railway companies? 

MR. EVANS: Yes, incorporated in British 

Columbia, had acquired through their act of incorpora- 
tion the right to certain lands. | 

THE CHAIRMAN: And you acquired those 

companies? 

MR. EVANS: And we acquired those companies 

yes. 

MR. MacPHERSON: My lord, if you look at 

Section 1 (h) of the Crow's Nest Act, it says:- 

"If the Company or any other company with 
whom it shall have any arrangement on the subject, 
Shall by constructing the said railway or any 
part of it, as stipulated for in the said agree- 
ment become entitled to and shall get any land 
as Subsidy from the Province of British 
Columbia - -" 

THE CHAIRMAN: From the government? 

MR. MacPHERSON;: "...from the Government 
of British Columbia, then such lands, excepting 
therefrom those which in the opinion of the 

Geological Survey of Canada (expressed in 
writing) are coal-bearing lands, shall be 
disposed of by the Company or by such other 
company to the public according to regulations 
andi at prices not exceeding these prescribed 
from time to time by the Governor-in-Council...... 
thee expression 'lands' including all mineral 
an.d timber thereon which shall be disposed of 
ass aforesaid,either with or without the land, 


ag the Governor-in-Council may direct. 
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Now, I suggest to you, Mr. Jefferson, that there had 
been a company known as the Crow's Nest and Kootenay 
Railway Company which had a charter of 1888. 

THE CHAIRMAN: Where obtained? 

MR. MacPHERSON: In British Columbia I 
believe. I suggest’ to you there was such a company. 

A. There may be. 

Q. You don't know anything of that company? 

RNG» aie) 

Q. Well, I suggest to you, and you may inform 
yourself in this connection and I will follow it up 
tomorrow morning, that there was such a company, 
the Crow's Nest and Kootenay Railway Company, which 
had a charter in 1888; that its name was changed to 
the B.C. Southern Railway; and that that was the 
company that was taken over by the Canadian Pacific 
and one of the companies referred to in Section (h). 
I am suggesting to you further, because you can 
inform yourself in this regard, that under an agree- 
ment the B.C. Southern was to obtain 20,000 acres 
per mile from the Province of British Columbia, or 
about 4,700,000 acres, and I am suggesting that there 
were some three million that the Canadian Pacific 
received. 

A. There was what? 

Q. Some three million acres the Canadian 
Pacific received. Now, you don't know anything of 
that at the moment? 
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Q. There were certain coal lands which you 
received. You refer to them at page 154, at the top 
of page 154? 

A. Yes. 

Q. ", . .the Company would convey to Canada 

fifty thousand acres of coal-bearing lands." 

Do you know how much, by way of coal-bearing lands, you 
received in excess of 50,000 acres? 

Aq Ney Bin. DT. do not, 

Q, But in any event, I suggest to you that con- 
struction of the so-called British Columbia Southern 
was not undertaken until the Canadian Pacific itself 
took over? 

A, That may be so; I do not know, 

Q@. You do not know? 

Bi NO, sir, 

Q. I see. I wish you would let me know. And what 
was to have been part of the British Columbia Southern 
was part of the Crow's Nest Railway as it was ultimately 
constructed by the Canadian Pacific, and for which you 
received @ subsidy and, indirectly, lands, coal and 
otherwise, which were obtained. Did you know anything 
whatever about that? 

Ae Theat is right, 

THE CHAIRMAN: We shall take a few minutes 
for recess. 

---Recess, 
---Upon resuming: 

MR. MacPHERSON: Now, Mr. Jefferson, if we 
might just go back for a moment to these items, these 
classifications which were named in the Crow's Nest Act, 
and which were moving westward, and the benefit of 


which to the west ceased in 1918 by suspension, and 


in 1925 by statute. 
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If you would go over these classifications, 

I suggest to you that there is a substantial freight 
movement from the east to the west in these items today. 

THE CHAIRMAN: The thirteen items? 

MR. MacPHERSON: The thirteen items, Some of 
them are insignificant, but we will take, for example, 
"Green and Fresh Fruits". 

MR. MacPHERSON: Is there a substantial move- 
ment in those commodities from the east to the west? 

A. I would not think so by freight, no, sir, 

Q, Not by freight? 

Aon, NGig. S12” » 

Q. Then would there be, by express? 

A. There might be by express, yes, sir. 

Q. By express. "Coal oil" does not figure perhaps 
as much today as it did in 1898? 

A, Probably not at all, and if any, very little. 

Q. "Cordage and binder twine", that is still quite 
an item? 

A. Yes, sir, but not to the same extent as it was 
years ago, with the use of combines. 

Q. But it is still a substantial item? 

Ay» That is.right. 

Q. "Agricultural implements of all kinds set up 
or in parts", that would be a very important item of 
freight traffic? 

A, That is right, 

Q. It is true, is it not, that not only is the 


agricultural implement important, the original implement 
important, as an item of freight traffic, but parts enter 


very greatly in Western Canada into the freight traffic? 
i Smet ie right, yes, sir, 
Q. "Iron, including bar, band, Canada plates, 
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galvanized, sheet, pipe, pipe fittings, nails, spikes 
and horse-shoes", Excepting horse shoes, I think 
they would still be a substantial item in freight? 
A. That is right. 
- "All kinds of wire" 4s still important? 


. Yes,:> Bir, 


Q 
A 
Q. "Window glass" is still important? 
A, “Yea, sir, 
Q. "Paper for building and roofing purposes"? 
A. I would say there is a movement from the east 
to the west; but there is also a substantial movement 
today from the Pacific coast to the Prairies, from 
Vancouver and Victoria. 

Q@. But there is a substantial item; it 1s not 
an inconsequential item in any event? 

A. No; I could not give you the volume, but there 
would be a movement from the east. 

Q. “Roofing, felt, box and packing"? 

A, I would not think it would be heavy; but the 
movement would be from the east, 

Q. "Paints of all kinds and oils"? 

A. They would move both from the east and from 
the west. 

Q. And would be quite an important item of freight? 

Rio Xess Sir, 

Q. "Livestock"? 

A. I would say there would be no movement from 
the east to the west. 

Q. Very little, in any event. "Woodenware"? 

A. There would be some woodenware from the east 
to the west. 

Q. "Household furniture"? 


A. Yes, sir,there would be a movement of that 
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from the east to the west. 

Q. Now, in one of your exhibits, Exhibit 159, you 
showed the increase in grain crops of the west from 1898 
to 1948 to be about 14 or 15-fold; that they had increased 
about 14 or 15 times? 

. That is the total? 
The total production, yes. 
. What year? 


A 
Q 
A 
Q. Take the total. 
A. I beg your pardon, yes, sir. 
Q@. About fourteen times? 
A. Yes, sir. 

Q. So, excepting horse shoes and coal oil, perhaps, 
I suggest to you it would probably be fair to say that 
the other items in here which were moving westward and 
provided for would have increased, from 1898 until today, 
about fourteen fold? 

A. I do not know whether the increase would be 
fourteen fold or not. | 

Q. But it would be @ great many times what it was 
in 1898? 


Ai” Yor, ‘sir, 


Q. The movement west would have increased a great 
many times since 1898. No,, when you took over, was there 
a line from that area to Spokane, in the United States? 

A. When We took over? 

Q. When you had constructed your line, your Crow's 
Nest line? 

A." Tea, Sirs 

Q. Wes there a line from the area to Spokane? 

THE CHAIRMAN: You mean a line then in operation? 
MR. MacPHERSON: A line then in operation, yes. 


THE CHAIRMAN: From where? 
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MR. MacPHERSON: From that area, the area 
into which they built the Crow's Nest Railway. 

MR. MacPHERSON: Q. Was there a connection 
from Spokane, from that area, by rail? 

A. From Kingsgate to Spokane? 

Q. There was? 

A. I do not recall. The Spokane International 
Railway was built from Kingsgate to Spokane, put I 
would think it was at or about the same time the Crow's 
Nest line was built. 

Q. What company is that, the International? 

A. Spokane International Reilway. 

THE CHAIRMAN: Q. Was the terminus of that 
railway at Kingsgate? 

A. At Kingsgate, yes, sir. 

Q. Is Kingsgate on the Canadian side or the 
American side? 

A. Kingsgate is on the Canadian side, and Eastport 
is on the American side. 

MR. MacPHERSON: Q. Did that line extend 
further north than Kingsgate at any time? 

fo No, sit, Lt never did. 

Q. Kingsgate was as far north? 

ee Jet Sir ¢ 

Q. So that actually, apart from a short piece of 
line from the boundary to Nelson, which is the Great 
Northern, I think? 

ye Yes, "sir, 

Q. Apart from that line, that whole area of 
southeasterly British Columbia became the preserve 
of the Canadian Pacific Reilway, did it not? 

A, The Great Northern Railway had some other 


interests in what we call the Kootenay area than from 
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the boundary to Nelson. The extent of it I could not say 
at the moment, but the Great Northern used to get into 
Rossland. 

Q. Where is it now? 

: It is gone. 

Q. You mean the line was taken up? 

A. The Great Northern has no railway in there today. 

Q. Has the Great Northern any line in there today? 

A. Except from the boundary to Nelson. 

Q. Apart from that, the Canadian Pacific has a 
monopoly in that area today? 

A. Yes. 

THE CHAIRMAN: Q. Was that International 
Railway designed to stop at Kingsgate, or was it chartered 
to run further up? 

A. I believe it was designed to stop at Kingsgate 
and connect with the Canadian Pacific Railway. 

MR. MacPHERSON: @. Now, likewise, this map 
of yours shows there is nothing but the Cenadian Pacific 
line south of Calgary “<n the Province of Alberta, is 
there? 

A. That is right. 

Q. You have the whole of southern Alberta? 

A, Yes, sir. 

@. You have been dealing with the historical 
aspect of the Crow's Nest. In 1885 the road was 
completed to Vancouver, the Canadian Pacifioy 

A. The main line? 

Q. The main line. 

A. Yes. 

Q. The contract had been kept and British Columbia 
was linked with the rest of Canada? 

AG, 2et5, Sif. 

Q. And then you had approximately 1,000 miles of 
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railroad from the eastern boundary of Manitoba to the 
Rockies with practically no settlement along the line 
at that time? 

A. In 1885? 

Q. Yes, 

AG, THAt det right) 

Q. And I am suggesting to you that beginning, almost 
coincidentally with this Crow's Nest agreement, the 
company embarked on a great advertising scheme to bring 
people into the country? 

A. I have no doubt that they did. They wanted to 
get settlers into the country. 

Q. They wanted to get settlers into the country? 

A devéesprsin: 

Q. They had those lines of railway and they had 
25 million acres of land too, did they not? ; 

A, Speaking now of the main line? 

Q« Yes, 

Aa. Yespusirs 

Q. And they needed settlers; and if settlers were 
coming in, then there had to be some export staple 
developed in the country? 

Ai, Export? 

Q. Some staple had to be produced in the country 
which could be exported? 

Aid)  XSs, 0 BI". 

Q. And the Red River had been settled before then, 
the Red River country around Winnipeg? 

A. To a certain extent. 

Q. To a certain extent; and grain was being raised? 

A. Yes, a small quantity, yes, sir. 


Q. And it was more or less obvious that 
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agriculture was what this agricultural area of 1,000 
miles should be devoted to from the eastern boundary 
of Manitoba to the Rockies? 

A. Yes, sir, agriculture; and, I suppose, 
including livestock, 

Q. But not raising peanuts or anything like that; 
it was going to be grain? 

A, That is right. 

Q. Now, the railway company would realize that 
this country, however fertile it might be, was removed 
some distance from the market? 

My Vet, siry 

Q. And it was in competition, at the same time, 
with the American railways to the south? 

ives 2eay: SLY. 

Q. Who were carrying on much the same sort of 
advertising campaign in respect of their new states? 

A. And I suppose started in the same limited way. 

Q. Your company, fietortodhiy, cooperated in 
every way with the Department of Immigration of Canada 
to bring people in? 

Age "Sty Siw: 

Q. And not satisfied merely with doing that, you 
set up your own colonization branch, and quite properly 
so? 

A Yes; sir. 

Q@. And you still have it? 

A. That is right. 

Q. You still have in the set-up of your company 
a colonization branch? 


A. That is right. 
Q@. And a good deal of money was spent in all 


parts of Europe, in the British Isles and in the United 
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States to bring settlers in there? 

Ay” Yes, 6iF 

Q. For the purpose of developing the agricultural 
resources of that country? 

ASO say lsies 

Q. Grain resources, primarily? 

A, That Pe vight,; 

Q. And in bringing them in there was no regard to 
cost at that time; I mean, you would be familiar with 
the rates which were charged to the immigrants for 
bringing them across the Atlantic and out to the west. 
They were very low? 

A. They were low, yes, sir. 

Q. And to use your term in respect of freight, they 
would hardly be sufficient to cover the cost of out-of- 
pocket costs, I suppose? 

A. I suppose. 

Q. It is true, as a matter of fact, that some of 
the American settlers were brought on UhSrs free, to 
various parts of the country? Have you knowledge of that? 

A. I have no knowledge of that. 

Q. In any event, a great and very fine effort was 
made to settle that western country, these three provinces? 

Aer Lesip "SiYs 

Q. And you increased the population? 

Re Yess othatets right. 

Q. And you increased the population to the point 
where we have had -- where these people have been pro- 
ducing grain, among other things, as you have indicated 
in the exhibit which you filed yourself? 


ALY Se: Sant. 


Q. Now, the other day you referred to a comparison 


with the United States, to points in the United States; 
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and I think it was at page 104 of the appendix to Part T3 
have you got it there? 

f+ Y6s5 Bin; 

Q. You are there taking the City of Regina and 
comparing costs from the City of Regina to Fort William, 
and the costs from Whately, Montana, to Duluth? 

Kame SOBs BUY} 

MR. EVANS: Not the costs. 

MR. MacPHERSON: Very well, the freight rates, 

MR. EVANS: Yes, but not the costs, 

MR. MecPHERSON: The cost to the farmer. 

MR, EVANS: Whoever pays the freight rate. 

MR. MacPHERSON: I shall be glad to argue that 
with you at any time: who pays the grain freight rates 
at any time; but at the moment I simply wish to get 
these facts on the record, 

MR. MacPHERSON: Whately is in Montana? 

A. That. is right. i 

Q. Regina is a reasonably important wheat centre, 
the City of Regina? 

A. That is right. 

Q. Do you know how important Whately is? 

A. I do not know how much grain is shipped from 
that particular station; but I do know there is 4 lot 
of grain shipped from Montana. 

Q. Do you know how much grain is raised in Montana? 

A, In the. State of Montana? 

Q@. The whole State of Montana. It is a large State. 
A. No, I do not know. 
Q@. I suggest to you that it provides between 20 


to 30 million bushels a year. 
A. That may be. I do not know the quantity. I 


do know that the Great Northern Railway handle a lot of 


grain. 
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Q. 20 to 30 million bushels is about the yield 
for the State of Montana, which is about one of the 
largestin the American Union, 

In 1898, when this agreement was entered 
into between the Government of Canada and the Canadian 
Pacific Railway, the rate from Regina was 23 cents to 
Fort William? 

A.” Yes, sir, that is right, 

Q. And at that very same time the rate from 
Whately to Duluth was 40 cents? 

A, *fespvsir, theatis’ right. 

Q. Now, the directors of the Canadian Pacific 
at that time were reasonably shrewd gentlemen, were 
they not? 

A. I would think so. 

Q. They were men of vision, yet they entered 
into a contract in perpetuity at a rate 3 cents less 
than those obtaining, that is, at a rate of 20 cents 
to Fort William from Regina? 

Ae 168, ° HLT s 


Q. When the rate from Whately was 40 cents to 


A. Yes; sir, that is right. 

Q. Surely there must have been some other 
factors involved other than those you have told us OL; 
if your board would enter into an agreement reducing 
your rate in 1898, when it was only one-half the 
rate from Whately, which you now say is comparable? 

A. I do not know what other factors there were. 

Q, I am suggesting to you there must have been 
some, because, in going back through your annual 
reports, I find that in 1898 your directors were 


such men as Lord Strathcona, Sir William Van Horne, 
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and Sir Thomas Shaughnessy, and they entered into an 
agreement cutting the rate from 23 cents to 20 cents at 
the very time when the rate was 40 cents from Whately to 
Duluth? 

A, Yes, that is what they did. 


Q@. And they made such an agreement obtain for all 


fy” Nes, Sir; 

Q. And that agreement was entered into in 1898 by 
the Canadian Pacific? 

THE CHAIRMAN: 1897. 

THE WITNESS: Yes, sir, 1897. 

MR. MacPHERSON: Q. I mean 1897, yes. And in 
1897 this agreement was entered into, and at that time 
the American rate was double the Canadian rate? 

A. That is right. 

Q. And yet you say that the two rates were 
comparable? 

A. It is nearly three times, today. 

Q. We will come to that a little later; but in 
1897 it was double? 

A. That 18 right, yee, sir. 

Q, And this company, and the directors of it, the 
board of this company entered into this agreement in 
perpetuity, fixing it at 20 cents? 

A. That is what they did. 

Q. That is what they did. Now, according to this 
page 104, you have taken Regina. You have shown there, 
in the heavy black line, what the rate would be from 
Regina to Fort William today 1f the increases of 21 per 
cent and 8 per cent had been granted? 

A. Yes, sir, and if the reduction, the 1922 


reduction had taken place in the grain as it did in 
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connection with other commodities. 

Q. Yes; and only a week or two ago I heard you 
say before the Board of Transport Commissioners that 
the rates should go up 15 per cent more? 

A; 6s; sir; 

Q. So that if -- as I pray does not happen -- if 
your advice should be followed, and it should go up 
15 per cent more, then this Regina cost per 100 pounds 
to the head of the lakes would be 41.9 cents? 

A, If the 36 cents, I think it was, went up 
another 15 per cent? 

Q. Yes? 

A. Yes, sir, 

Q, And you would think that would be reasonable, 
according to your evidence before the Board of Transport 
Commissioners? 

A. I would not say it was unreasonable, no, sir. 

Q. There is a difference between saying it is 
not unreasonable and it is reasonable. Would you say 
that would be a reasonable rate to charge from Regina? 

A. I would say so, yes. 

Q. I am trying to find out what it is going to 
mean to the people of the Province of Saskatchewan, 

THE CHAIRMAN: Would it be 41,9 cents? 
MR, MacPHERSON: Would it be 41.9 cents? 
Your recommendation, as a reasonable rate on grain 
from Regina to Fort William, would be 41.9 cents per 
100 pounds? 
A. If that calculation is correct. 


Q. If you knocked off a cent and 4 half and 
made it 40 cents? 
A, All right. 
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Q. Would you say that 40 cents would be enponanies 

A. Yes, sir, 

Q. 40 cents you say would be reasonable, which 
Just means this: in so far as the farmer in that area 
is concerned, he would be paying exactly twice what he 
is now paying? 

A. Yes, sir, but he is getting more than twice the 
price for his wheat than he had at the time the agreement 
was made. He is getting far more than that. 

Q. We shall deal with that, too, before we are 
finished, I am afraid there is not very much certainty 
as to how long he will be guaranteed that price, Have 
you any ideas in that connection? 

A. I do not suppose I have any more idea of it 
than there is certainty of life. 

Q. I was wondering this morning when you gave 
evidence in answer to some of Mr. Frawley's submissions, 
and there was one sentence which was included there 
which I wanted to see how you would apply to a situation 
in Regina, or in Sseskatchewan, or in the Prairies, if 
there were this doubling of the rate price. 

A, What is that? ; 

Q. Doubling of grain rates to the head of the 
lakes or to Vancouver. This is page 129 of <#Part II? 

A. Yes, sir, 

Q. You said there: 

", . « that the alternative would be to raise the 

rates on raw materials. If this were done, it 

would be difficult to make the changes in Such 4 

way that serious disturbance to existing industry 

could be avoided." 

A. Yes. 


Q. Now? 


eae era er 
ty a 


Fre a 


ye Hey Pity is Ca AM Cg oft 
Wmer: Prk oY oye esd 


ie - 


hed = ey 
nena tees ft tages ef? e4 Te1 coe ee 


Pott 


reek: Ba Me bas . ie er “ 7 saa os we 1 Frage 
ge! oe ¥ La ut 2 F FS ia 4 
r ‘. r Vadw stiv? yvisobxe aatk var a Btoow ‘od seeasono 
i ay 3 : ; a a) 5 


Piaelce ait ent: @ 38 Her seri sect ‘Ssedw .2 td tot 89 ta ae 
ids tt ‘ah VEAL ger tae +s ie Higut 4 a ae 2 site: . 2 a a oi . r - 


: ~tadt aed? etom At an tides al oH .ebaa ed 


4 = ‘ — r a a 7 r a i ; aie : .- : ‘~ RK . 7 J og yw 
ee ee eee a: ‘4 rm ’ : 
vit Sts OW Whe Lad t fo .W teen tt fact & ew : . 9: of a "1 
f aya ) i 
. os 5 ay a ee i ‘ Bae = ie a are ’ 
i. . es Fa tewan : Digit xe evra rua a ae t 
LSE PSOS OOO Wists etety Hietya ms I ‘tied ferent ‘; 
4 pie Tepaeeme i ee t P55, as eee } . ae be bit - ’ =a 
- SR Pre at » “f+ Roasry ne 7" ar f are r oy) a 
: Vee. SOO Lig ves er isuy od. tiiwlent anol 7 (of é ot 
- <i ie AD Soe sae arty es ig Buea at re if + crane a ot he . oa . vo 
| % Ty ceyeney Dt ey its . : . 
; wiaoo Fact wl epeht woe WORT 
a - a eStats al ES Aenean” co Pha? iat 
‘u, . — a 
° 
+ f Sa, yy F Ay ~t + * 
Pe * OU THS over POM OD. I oe +s ae 
© ‘ Loar ie 
; uel i a § aes 4 ae as ii mh ¢ i 
i i Ph ies 
7 > “ y ~ 2 > * 
= 4 : $ aM? % hw t w a i e Tats - wad ‘ 
io Hx i wage = < wr 
x { J ae ig oe ; : aA 
SV SR VOY ted prittrom wists: saPiebaow saw I ~) — ay 
pao biol tS Lams ere, at yur ty Ol Haale tha vee hg tA 
z a t of we os ecient yf { — rs “> 
4 eRMNO SSE PE. x 2 agi) ae ri. HOS ; Swemse si Dictate ih, ye 
+) Bio 5 ote Rana, yr aes ai rh wee ; Ae ale Bsr a f 
$ > ag ‘ ey 2h Ls ie * < ti 
; cre eee. Fy Pace yay fh “pew We hrfe a at Ane anh , wo 
' ; cali i CORI. Hew TROY Sofa ae. Sit Bae atedd mea. 
i ‘ cas igs a Ge ae eS ea pa Vases Weg means | eo SUN a ae! Sesiia ane ¥ ae ayetat . Pete a 
y - 7 Ret 6 ie: 1, 7 ag 2 -e 4 Tiers fe a a eee) Sei 
: yt eb . ‘ » ta Bbeaet ma 7. 
gs darian LGTs Ofo%w a dan: oF betwew I .fotdy 
: = Pare! Card os he - 
a 3 ea ’ ti i mae ow cit = chal at er iiaa a : a oe dks otic 
é % LB wn alate as ue he oe Se i ogee ‘ \ ‘ my 
. a) (O° Os Na SO ~<aeWetotTaeiesa ark to Larizet 2 ee 
* a ae ee ay ee caae . oN Ls :. c A d 
owls ° Dede Serge a a Srey Ree oe ea ke 
bp, ” 4 a ne mop Dif > by r 
LU tae. at Tega Gop 8) lira Bb orft 
5 ; ea : nes Sea me st es es c 
tu sy j + 
‘Sade eh #1 ok . A y 
ae Te Se ‘ f 
Om r Pee Za ed gad hy * gh ay te Y “ r ea ry 7 ; d 
“6 th as Ne a se ee a. “ 2 Ol “ant 4 Ldived ' +¥- 
mo ie ” = Ch at F E : 4 
a eee mest ey te aan ES <, ged, Si) =¥ F 
ae . : es ’ 5 aed 
“ays +. 2 4 é ah 4 e ‘ " “F ‘ 
| ae i ey 5 5. *. 8s : . — e ie 
eRe, + OBST ml alte alas os to setal 
ane : SE ps 2 ti aoa ee ee ee A ae ae 


; ' a2 os atone = ‘ 
F } : ; , _ i lke a 
i Baik ie Btee uO 
: } ‘ i oe Laren ak Go Onan ae eve : 
Lh be Qels .¢ he om eet. whl inane aan } rm] - ; 
’ lek ' ; ‘ 


me, HOD SGW B Xs “—s + eLatid | [: 410 aed on 


; 
aioe : rent . - “ 
‘ 


* ot nen LY n 
Ra eeh oc : sit ae hess er ¥ , 
a] rou 4 7% t sans mets 5 d kt ah sued “a i Mey ‘ M 
: fs se geet x 7 ; fi rae oa S B: * — od 2 tio stb ed bisrow wa | oa 


ih. ahrge he 


Witewbe: gattetxe oF soneds dat b euro tite ditt: caw tate 


ne nH ee £ 
ee Stele PP 


Le ae dang, Call NE” ee ae as rut 
} ry : a hy i 
| "ytedtons. °, b yoo ne 


bai Pies tye 


Ne ‘inst . 


- 15621 - Mr. Jefferson, cr-ex 


A. That has nothing to do with grain; that has 
to do with livestock, 

Q. I am making it apply to grain, and I suggest 
to you that if, having regard to the history of the 
western prairies and the growing of grain, I suggest to 
you that grain is a raw product, is it not? 

As . Yés;) sir. 

Q. Yes. I am suggesting to you that the raising 
of grain is an industry of some consequence to this 
country? 

Ake 1Gs fSiry 

Q. And I em suggesting to you if you double that 
rate which you suggest is reasonable, then there will 
be disturbance, and a serious disturbance to the 
industry in that country? 

A. I would not agree with that statement. 

Q. You would not agree with that statement? 

Ag Nop reir 

Q. You would not agree that doubling the rate 
would not affect it at all? 

A, No, sir. 

Q. Well, we will come back to that again. But 
in any event, what I wanted to find from you is: What 
you would regard as a reasonable rate to charge from 
Regina to the head of the lakes? 

A. I am not setting the rate from Regina to the 
head of the lakes. That is a matter which we feel 
has got to be settled by the Board of Transport Com- 
missioners. I am saying to you that I would not think 
40 cents would be an unreasonable rate on grain to 
Fort William from Regine. 

Q. If you were giving evidence before the Board 


of Transport Commissioners, you would say that 40 cents 
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would be a reasonable rate? 

A. I do not know whether I would say 1t would 
be reasonable or not. I would say it would not be an 
unreasonable rate. A reasonable rate might be higher, 

Q@. You say a reasonable rate might be higher? 

A, I do not want to tie myself down to a rate. 

Q. The least we could expect in Regina would be 
the doubling of the rate? 

A. That may be. 

Q. That would be your recommendation in your case? 

A, I atnet positive of that; I do not. know; it 
would be something in the vicinity of 40 cents. 

Q. It would be something in the vicinity of 
40 cents? 

Ay 6s, sir, 

Q. Which would be either doubling, or nearly 
doubling, or more than doubling? 

Ay: Los) Sir. 

Q. One thing I want to show you in connection 
with this map -- 

A, Yes, sir. 

Q@. I have pointed out that this is your own 
map, Exhibit 168. 

Ay "XO, SITs 

Q@. And I have pointed out that in southern 
British Columbia your company has a monopoly of rail 
transportation. 

A. In rail transportation? 

Q. Yes; and the same is true of southern Alberta? 

A. South of Calgary, yes, sir. 

Q, And this map shows elong the international 


boursdary how various American lines have come to the 


border and stopped. 
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A, That is right, 

Q. And that obtains clean across the southern 
part of these three provinces? 

A. All the Prairie Provinces. 

Q. And British Columbia, except for the Great 
Northern going into Vencouver? 

A, Thet is right, 

Q. In order to preserve the trade east and west 
in the country, these railways stop at the border, 
these American railways? 

A. I won't say "preserve east-west movement", 
because we interchange a lot of north and southbound 
traffic, 

THE CHAIRMAN: Would you mind repeating, 
please? 

A, I would not say it is to preserve east-west 
movement. We interchange a lot of north and south- 
bound traffic with the railways with which we connect 
at the boundary. 

MR, MacPHERSON: How much wheat do you 
exchange? 

A. I do not suppose we would exchange any. 

Q. Or grain of any kind? 

A, Or grain, of any consequence. 

THE CHAIRMAN: We shall adjourn now until 


tomorrow morning. 


---At 4.45 p.m. the Commission adjourned until tomorrow, 
Friday, February 17, 1950, at 10.30 o'clock 4.m. 
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Ottawa, Ontario, 
Friday, February 17,1950 


MORNING SESSION 


MR. EVANS: My lord, before Mr. MacPherson 
proceeds with his cross-examination, Mr. Jefferson has 
taken out some information in response to some questions 
asked him yesterday. I think it might be convenient if 
your lordship agreed that he give that information before 
the ean er enination is continued. 

THE CHAIRMAN: Information about what? 

MR. EVANS: Some information asked him yesterday 
about export wheat from the United States, domestic export 
wheat. C. E. JEFFERSON - Recalled. 

THE WITNESS: At page 15201 of the transcript 
on Tuesday, the 14th of February, Mr. Commissioner Innis 
asked me about the rates for local movements of grain 
within Montana and North Dakota in somparison with rates 
to Duluth, and I have an exhibit to file. 

THE CHAIRMAN: That will be Exhibit 177. 

EXHIBIT NO. 177 -- Statement of Mileage 
Rates applying on grain 
and grain products. 

THE WITNESS: This Exhibit 177 is a statement 
of the mileage rates applying on grain and grain products 
from stations on the Great Northern railway in Montana 
to stations on the Great Northern railway in North Dakota, 
and from stations on the Great Northern railway in North 
Dakota to stations on the Great Northern railway in 
Minnesota, in comparison with the rates for local move- 
ments of grain on the Canadian Pacific railway between 
stations Port Arthur and west to the Pacific coast. 

This exhibit would show that the rates for the 


domestic movements from and to points in the States I have 
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mentioned are higher than in western Canada. The 
exhibit also shows, if you will take one comparison from 
York to Duluth, 420 miles, where on page 93 of the 
Appendix to Part I the rate is shown as 35 cents; now, 
the rate for 420 miles in Exhibit 177, from Montana to 
North Dakota, is 583 cents, and from North Dakota to 
Minnesota is 43 cents. 

I have another exhibit to file, which was asked 
for or suggested by the Chairman at pages 15248 and 15249, 
and also by Mr. Commissioner Innis at page 15251, with 
respect to the export of wheat from Canada in comparison 
with exports from the United States. This will be 
Exhibit 178. 

EXHIBIT NO. 178 -- Wheat crop and exports of 
wheat and wheat flour, 
Canada and United States, 
Crop year 1947-1948. 

THE WITNESS: This exhibit shows the wheat crop 
and exports of wheat and wheat flour from Canada and the 
United States during the crop year 1947-1948. In the 
prairie provinces the wheat crop was 319,000,000 bushels, 
the total wheat export in the form of wheat was 133,505,264 
bushels, or 41.8 per cent of the crop. The total wheat 
flour exported expressed in bushels of wheat was 61,477,079 
bushels or 19.3 per cent of the crop. The total wheat 
and wheat flour exported from Canada was 194,982,344, or 
61.1 per cent of the wheat crop. 

Now, in the United States the wheat crop was 
1, 367,186,000, the total wheat export in the form of 
wheat was 305,000,000 bushels, or 22.3 per cent of the 
Cron. The total wheat flour export, expressed in terms 
of bushels of wheat, was 175,000,000, or 12.8 per cent of 
the crop. And the total wheat and wheat flour exported 


was 480,000,000 bushels, or 35.1 per cent of the crop. 
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It is interesting to note that the wheat export from 
the United States was nearly as great as the total crop 
in the prairie provinces, but expressed in wheat and 
wheat flour exports it exceeded by quite a substantial 
amount the wheat crop of western Canada. 

MR. MacPHERSON: My lord, I wish to file an 
exhibit which, curiously enough, will more or less comple- 
ment the last exhibit which was filed by Mr. Jefferson, and 
ask that it be given exhibit No. 179. itis’ in-respect 
of wheat production and wheat and flour exports U.S.A. and 
Canada, back to 1925. 

THE CHAIRMAN: What years? 

MR. MacPHERSON: 1925 to 1947. 

EXHIBIT NO. 179 -- Wheat production and wheat 
and wheat flour export, 
U. S. and Canada. 
CROSS EXAMINATION BY MR. MacPHERSON - Resumed 

MR. MacPHERSON: y lord, before proceeding may 
I say that I wish to correct an error I made in Mr. 
Jefferson's cross-examination yesterday. I had suggested 
to him with some definiteness that the production in 
Montana was twenty to thirty million bushels a year, 
Production fluctuates greatly in Montana; it is a 
large state of the Union and, as I say, fluctuates 
greatly in the matter of production. I have checked 
back and find that productinn has been, in a good yearn as 
high as 80,000,000 bushels, and as low as 14.5 in 1931. 

I want to make that correction, because, as I say, I 
had with some definiteness suggested to Mr. Jefferson that 
it was twenty to thirty million bushels. 

You remember that, Mr. Jefferson? 

THE WITNESS: Yes, sir. 

COMMISSIONER INNIS: What about the American 


prices? 


MR. MacPHERSON: I haven't got the American prices. 
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I will take the exhibit up with Mr. Jefferson, but I 
was only able to put down with certainty farm prices 
for Canada. 

MR. EVANS: That is using the 1927 index? 

MR. MacPHERSON: That is the dollar. 

THE CHAIRMAN: In certain cases, like 1942 and 
1943 you have a low ratio; in 1942, it is 38.6, and the 
next year you show 120.8. That is taking the two crops 
together? 

MR. MacPHERSON: Yes, my lord, 

THE CHAIRMAN: That is the carryover. 

MR. MacPHERSON: That means that in that year 
they exported 120 per cent of what they had produced that 
year, but naturally there was a carryover that had to 
make it up. 

THE CHAIRMAN: Those were war years. 

MR. MacPHERSON: As the Board is well aware, 
during the war years there were storage facilities -- 
that is special storage facilities -- for instance 
provided at the head of the lakes for, I think, ninety 
million bushels. 

Q. Is that not so, Mr. Jefferson, that special 
sterage buildings were erected and later destroyed? 

A. Well, the normal storage capacity at Fort 
William is around eighty-five or ninety million, but when 
they had these surplus bins the storage capacity was 
greater. 

Q. Now, this Exhibit 179, a copy of which you have 
before you, Mr. Jefferson, in column 1 to the left is 
shown the year? 

A. yee. 


Q. The next three columns deal with American pro- 


duction. 
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Mr. Chairman, the sources of information I had 
gave me only every other year rather than every year. 

There is nothing ulterior in my choosing to but every other 
year; those were the years for which I had available infor- 
mation. 

Q. The second column after the year would indicate 
the production in each year in the United States in million: 
bushels. The next column (b) shows export, and I wish to 
differentiate this from Exhibit 178 as filed. Column (b) 
deals with exports and covers not only wheat, but wheat 
as Tiour; .tt inctudes boun: The same is true with the 
Canadian, when we come to that. 

The fourth column gives the percentage of the 
crop exported in any year in the United States. Then 
under Canada, the first column gives the production; the 
second column gives the export, both as to wheat and wheat 
as flour; they are combined. The third gives the per- 
centage; and the fourth is an extra column I have put in, 
being the average farm prices as taken from the dominion 
Bureau of Statistics. 

As the Chairman has remarked, there are two 
cases in Canada, in 1943 and 1945, where more than 100 per 
cent has been exported. That of course means that the 
slack has been taken up from the carrdeer. 

A. Well, Mr. MacPherson, may I ask if the production 
in Canada is for the beginning of the year? 

THE CHAIRMAN: What is your question, Mr. 
Jefferson? 

THE WITNESS: I was asking Mr. MacPherson if the 
production in Canada was the beginning of the year 1947. 

MR. MacPHERSON: Q. The crop year in Canada is 
from the lst of August to the 3lst of July. Here in 1925 


4t would be from the lst of August, 1925, until the 
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31ist of July of the succeeding year. 

A. Yes, but I was going to say the figure for 1947 
of 341.8 million does not agree with the figure that I 
have in Exhibit 178 of 319,000,000. 

Q. Yes, but I think, Mr. Jefferson, you are just 
taking the wheat from the prairie provinces. This is 
the wheat from all of Canada; it takes in Ontario and 
Quebec, and what wheat is produced in the maritimes and 
in British Columbia. 

A. iL see% 

Q. You are quoting from your page 103; I am really 
giving you the benefit of the doubt, because I do not 
think there is much Ontario wheat exported, and certainly 
no maritime wheat? 

Ae That: ts correct. 

Q. But on page 103 there is shown the grain produced: 
the wheat produstion for Manitoba, Saskatchewan and 
Alberta? 

ois That is right. 

Q. And that comes to 319 million? 

A. b=): a fe a 

Q. And the reason for the figure 341, as shown, is 
that it takes in all the grain for Canada, and the measure 
of that would not be exported at all. That is clear now, 
Mr, Jgerferson? 

A. Yea, 622. 

Xs Now, Mr. Jefferson, a perusal of these figures 
on that exhibit will indicate in what measure the export 
of wheat from Canada aes serious matter to Canada? 

A. The percentage of export? 


Q. the percentage of our crop that has to go out of 


the country? 
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Ai It is very important to Canada. 

Q. More important to Canada than to the United 
States, percentagewise? 

A. Percentagewise it is, yes, sir, but there is a 
lot of wheat exported from the United States. 

Q. There is a lot of wheat exported, and the fact 
is that in the United States they have had bountiful crops 
in the last three years? 

A. Yes, they have had large crops in the last three 
years. 

Q. Larger crops than usual? 

A. That is right, yes, sir. 

Q. And at the moment your information is probably 
the same as mine, that the winter wheat conditions are 
good in the United States now? 

A, I don't know; I haven't any information. 

Q. You have no information? 

A. No. 

Q. But in any event, you will agree that during the 


last three years the United States have had very heavy 


crops? 
A. They have had. 
Q. Very good crops? 
A. Yes, sir, 


Q. And the figures in the second column which bring 
you only to 1947 will indicate that there was in 1947 
1,364,000,000 bushels produced? 


A. Yes, sir. 


Q. I think you told us the other day that they have 
no export rates on grain in the United States? 


A. No, sir, I did not say they didn't have any export 


rates. 
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Q. Well, have they, as we have here? 

A. We were discussing rates in the United States 
from northern United States points to Seattle, and I said 
that my understanding was that the domestic rates and 
export rates from Montana, North Dakota to Seattle and 
Portland were the same; I have since confirmed that thar 
is correct. Now in the movement of grain to Duluth 
from Montana, North Dakota and Minnesota the rates to 
Duluth on both domestic and export -- or furtherance, 
whatever you want to term them -- apply to all grain 
moved beyond Duluth whether to destinations in the 


United States or in a foreign country. 


(Page 15633 follows) 
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Q. No - - 

A. Just a moment, if you will. There are 
export rates on grain to Atlantic seaboard ports 
that are lower than the domestic rates. There 
are export rates on grain from the southwest to 
Gulf ports, and I could not say how the export 
rates to Gulf ports compare with the domestic 
rates. 

Q. Now, you have mentioned Gulf ports? 

Yes. 

THE CHAIRMAN: Before you go into that, 
have we an exhibit anywhere showing the production 
and exportation from the three prairie provinces 
alone? 

MR. MacPHERSON: I don't think it would 
be possible to get that, my lord. We have two 
sets of figures now as to production. The figures 
here in Exhibit 179 give the total production 
from all Canada. Then on page 103 of the Appendix 
to Part I you have the production in the three 
prairie provinces. Now, I would argue that so far 
as export is concerned, in order to determine the 
percentage, that properly it should perhaps be 
compared with production in Western Canada, but 
at the same time I don't think it is possible from 
any figures available to show that. 

MR. EVANS: Mr. MacPherson, I think 
perhaps there is one way that could be answered. 
If you look at Exhibit 178 you will see that the 
total wheat and wheat flour exportation in that 


exhibit is just under 195 million bushels. Well 
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then, if you look at Mr. MacPherson's Exhibit 179, 
you will find that almost exactly the same total 
export is given. Now, the difference is in the 
export volume being so small, and one might assume 
that the export from the prairie provinces is 
substantially all the total export, because the 
production figures differ on the two exhibits 
by fairly substantial amounts. TI think it could be 
inferred from that, I suggest, that it is practically 
CWE 

MR. MacPHERSON: I quite agree with what 
Mr. Evans has said, and actually there is this 
difference between his Exhibit 178 and my 179, that 
his 178 is based entirely on production in the 
prairie provinces, whereas I have given the D.B.S. 
figures and have taken the total for Canada. For 
instance, in 1947, the production in Canada aceording 
to his figure was 319, the total wheat crop was 
319. 

THE CHAIRMAN: That is in the prairie 
provinces? 

MR. MacPHERSON: The prairie provinces, 
and in the whole of Canada it was 341, so there are 

million 

ee foushels there that were the production in the 
rer ft of Canada. I agree there is little of that 
exported. The same would run clean back in that 
column, the first column of production for Canada. 

THE CHAIRMAN: I want to make sure of one 
thing, Mr. Evans. In your Exhibit 178 you have a 

million 


total wheat crop for the year,of 319/bushels. That 


is in the prairie provinces? 
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MR. EVANS: Yes. 

THE CHAIRMAN: Then you have the total wheat ex- 
ported,.135 million. Does that mean from the prairie 
peovinees alone? I fancy not. 

MR. EVANS: Is that exported from Canada? 

A. That would be exported from Canada. 

THE CHAIRMAN: That is the point, you see. 
I was wondering (Mr. MacPherson says it is not ob- 
tainable) whether we eould have been told the total 
volume of exportation from the three prairie provinces 
outside of Canada, but you cannot get that? 

MR. MacPHERSON: No, my lord. 

THE CHAIRMAN: The only figures of exporta- 
tion you have indicate the export of wheat from the 
whole of Canada? 

MR. MacPHERSON: That is right. 

THE CHAIRMAN: Although undoubtedly the 
prairie provinces furnish by far the main - - 

MR. MacPHERSON: As a matter of fact, when 
i prepared this Exhibit 179, I first put in that 
column all production figures taken from the 
Appendix to Part I as used now by the Canadian 
Pacific Railway, but then I realized that we were 
taking the export from the whole of Canada, and that 
to compare like with like from the D.B.S., I should 
take the figures as to total production in Canada 
and make the explanation. But I think the position 
Stands out more clearly now by virtue of Exhibit 178 
having been filed. 

THE CHAIRMAN: Yes. 

MR. MacPHERSON: By Mr. Jefferson. 
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¢ Q. Now, we were talking af export rates, Mr. 
Jefferpn (Isthink:yBu concluded that) and in Canada 
there has been a special rate in respect of grain 
which is known as the export rate, for many years. 

A. From where? 

Q. To Fort William and latterly to Paeific 
coast ports as well. 

A. Well, as I have said in my evidenee, the 
rates on grain to Vancouver are export rates because 
they are lower than the domestic rates; but the 
rates to Fort William, both export and domestic 
rates, they apply whether the grain or the flour 
goes to points in Eastern Canada or Eastern United 
States or foreign countries so far as the haul to 
Fort William is concerned. 

Q. Do you know, Mr. Jefferson, what devices 
are adopted or have been adopted by the American 
Government to increase the exports of wheat? 

Pen 5 ls 

Q. Do you know whether or not there is any 
Special device to encourage export being adopted 
at the present time in the United States? 

A. No, sir, not insofar as freight rates are 
concermed.. 

Q. I am not talking of freight rates. I am 
talking about any device at all. You have in your 
Exhibit 178 commented on the amount of American 
wheat that was exported in 1947 - 48, and have 
compared that with the amount of wheat exported 
from Canada? 
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Q. And likewise with wheat flour. Now, I am 
asking you whether you know of anything, any ercourage- 
ment by way of export subsidy offered by the govern- 
ment of the United States to encourage wheat being 
exported from the country? | 

THE CHAIRMAN: Do you mean to encourage 
production to begin with? 

MR. MacPHERSON: Not intended to encourage 
production, but it is intended to take care of the 
carry-over. 

THE CHATRMAN: How would you encourage 
exportation, would you explain? Idon't quite 
understand that. 

MR. MacPHERSON: My lord, I understand that 
at the moment in the United States they are subsidizing 
exports to the extent of 50¢ a bushel. 

THE CHAIRMAN: Yes, to feed Europe. 

MR. MacPHERSON: To feed Europe, and perhaps 
to feed India or perhaps the Orient. So this 50¢ a 
bushel from the Treasury of the United States is 
taking care of up to, I think, a total of 168 million 
bushels. I think that is the provision. You know 
nothing of that, Mr. Jefferson? 

A. No. 

Q. Now, Mr. Jefferson, dealing with the Gulf 
ports, you referred to them. You have nothing in 
your Appendix to Part I indicating any rates to the 
Gulf ports at all. 

Ay ONG, (Bir. 

Q. And the only reference you have to the 


Pacific coast in the matter of rates, is, I think, 
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at pages 97 - 98 of your Appendix to Part I, where 
you give distances from Kalispell, Helena, Shelby 
and Joplin to Seattle? 

A. From Montana shipping points. 

THE CHAIRMAN: That is, Pacific points? 

MR. MacPHERSON: Pacific points, yes. 

THE CHAIRMAN: I thought you were going 
to talk about Gulf ports? 

MR. MacPHERSON: I am coming to this first. 
He says he has no exhibit whatever on Gulf ports. 
I am suggesting the only one he has in regard to 
Pacific ports is this one that I have shown him. 

Reo ieas te rien? , 

Q. Actually you have Helena shown as one of 
the points. That is in the mining area of Montana, 
Le G. not? 

ens, Bit. 

Q. And Kalispell, is that a farming community 
at all? 

A. I don't know, but Mr. MacPherson, you have 
to bear in mind that the examples shown in our 
exhibits to the Appendix to Part I include rates , 
first, to Duluth and second, to Seattle, and the 
rates are for distances comparable with distances 
in Canada. Now, the actual point shown may not 
be an actual shipping point, but there are shipping 
points in Montana, North Dakota and Minnesota. 

Now, the Great Northern railroad in 1948 loaded 
101,754 carloads of grain. Now, they originated 
somewhere in those states. I cannot tell you where 


they originated, at this station or that station, I 
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don't know, but they originated in those states, 
and the number of cars of grain shipped from points 
on the Great Northern Railway in 1948 of 101,754 
cars can be compared with the number of cars of grain 
loaded by the Canadian Pacific Railway western lines 
in 1948 of 139,221 cars. Certainly there is a 
substantial movement of grain. 

Q. I am repeating to you that the western part 
of Montana is the mountainous part of the state, 
and the mining part of the state, and there would 
be no movement of wheat from these points to the 
Faecific coast: 

A. I would not say that was true of every 
point in every part of Montana. 
You would not say it was true? 
No, sir. 
Washington is a wheat producing state too? 
Yes, soft wheat. | 


Soft wheat? 


=~ & +> 2 &> oO 


Yes, Sir: 

Q. And on the question of soft wheat, is it not 
a fact that most of the wheat that is exported by 
the United States is their soft wheat? 

THE CHAIRMAN: Most of what? 

MR. MacPHERSON: The wheat that they export 
is their soft wheat, my lord. 

THE WITNESS: I could not tell you what 
part of the United States exports are soft wheat or 
hard wheat, but to me that does not make any difference, 
because the freight rates are just the same no 


matter what kind of wheat it is, or the grade of wheat. 
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Q.- To me it makes some difference, for this 
reason, Mr. Jefferson, that you say that Washington 
produces a soft wheat and Washington is the state in 
which Seattle is located, and the haul would be a 
Short haul there. 

A. That may be. 

Q. And Oregon also produces wheat? 

A. I don't know to what extent, but no doubt 
it produces some. 

Q. And Idaho, produces wheat? 

As, Yessir, 

Q. I suggest on the average that Washington 
produces more wheat than Montana? 

A. I don't know, but I would G0ubrT 1c. 

@. You would doubt it? 

A, Yes, sir. 

Q. And I suggest to you that Idaho produees 
a substantial quantity of wheat as well. 

A. Idaho is a farming community, yes, sir. 

Q. And it is soft wheat that is largely 
produced in southern Idaho? 

A. I think that is right. 

Q. You don't know then, of your own knowledge, 
whether or not the hard wheat produced in the United 
States is kept for domestic consumption in the United 
States and the soft wheat is exported? 

A. No, sir, I don't know. I don't think that 
when the United States exports a lot of wheat and a 
lot of flour, I cannot believe it is all from soft 


wheat. 


Q. There is wheat exported form the Gulf ports? 
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As Yes; sir. 

Q. And again that wheat would be within short 
haul distance compared with the long hauls from 
Western Canada to the seaboard? 

A. Well, it would originate as far north as 
Kansas, maybe Ohio. I don't suppose they would move 
from Montana or North Dakota to the Gulf ports. 

Q. I wouldn't either. Having regard to the 
fact that Texas is a big wheat producing state and 
that the Gulf ports are largely in Texas. 

A. I don't know - - 

Q. Well, is there any movement of wheat from 
New Orleans, for instance? 

A. I think so. 

Q. You think there is? 

Bn Yes. 

Q. Would you say there was a movement down 
the Mississippi of wheat? | 

A. Down the river? 

Q. Yes. 

A. I don't know. I have no knowledge of move- 
ment by water. 

Q@. But in any event I put this further to you, 
that the wheat produced in Texas and in Oklahoma 
and largely in Kansas is winter wheat? 

A. Winter wheat? 

Q. Yes. 

A. That would be a hard wheat. 


(Page 15643 follows) 
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Q. Is it a wheat thet compares with the ell-spring 
wheat of North Dakota, for instance? 

A. I don't know, I would not want to get into any 
discussion as to the kinds of wheat produced in different 
states in the United States, 

Q@. Well, we will just leave that there, Mr, 
Jefferson. Now, Mr. Jefferson during the past few days 
from time to time you have given evidence on the principle 
of the agreed charge? 

aver Yes sir, 

Q. And the agreed charge, as I understand it, is a 
special rate that you provide in the movement of 9 
commodity where you get a gusrantee and an assurance of 
moving all the traffic? 

A. All or a portion of the traffic as agreed to in 
the agreement. 

Q. All or a portion -- and when you say "a portion" 
you mean ea very substantial portion? 

Be Thar iS. Picnt, 

Q. Now, just to indicate what I mean in that con- 
nection, we will take one product, petroleum products. 
You have an agreed charge out of Calgary, have you not, 
on petroleum products? 

i Yes. sir: 

Q. And I put it to you that on April lst, 1948, 
before the 21 per cent increase, that your rete was 9 
eents per 100 pounds for a distance of fifty miles, You 
might check that. I think that is right. I am going to 
break $78 down. From Calgary, my lord, the agreed charge 
is 9 cents for a distance of fifty miles on 100 pounds of 
gasoline or it was on April list, 1948. 

A. Yes, thet is right. 

Q. Then, on April 8th, 1948, thet was increased to 


11 cents? 
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A. Yes sir, that is right. 

Q. And then on December lst, 1949, it was in- 
ereased to 12 cents? 

Ay Dhet 16 right, 

Q. In Ontario your agreed charge rate on April 
Ist, 1948, for 100 pounds for the same distance, fifty 
miles, was 8 cents? 

As That.i8 right. 

Q. And that was increased on April 8th, 1948, to 
94 cents? 

Aq gnaw te-rignt, 

Q. And there has been no increase since? 

A. That is right. 

Q. In Quebec on April lst, 1948, your egreed charge 
was 10 cents? 

Ba AOS SBT ¢ 

Q. For the same distance. On April 8th, 1948, that 
was increased to 12 cents? 

A. That would be right; I have not the tariff here 
but I know that to be a fact. 

Q. That on November 10th, 1948, that was cut back 
to 10 cents? 

Ay Wheat Ps,rights 

Q. And it remains at 10 cents? 

Ay “Thet.is right, 

Q. Now, the City of Regins, for instance, fifty 
miles from Regina is the town of Indian Head? 

ee 7. 

Q. And the cost of transporting 100 pounds of 
gasoline fifty miles from Regina on the lst of April, 
1948, was 20 cents? 

A. On what date? 

Q. The Ist of April, 1948? 
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A. That is vight, 

Q. And that was increased on the 8th of April, 1948, 
to 24 cents? 

A. That would be right. 

Q. And it wes increased egein on the lst of December 
2949, to 26 cents? 
- That would be right. 
And there is no agreed charge out of Regina? 


No sir. 


Or out of Winnipeg? 
No sir. 
Or out of Brandon? 


NowsiL7 ¢ 


Or out of Saskatoon? 


oe” > Ae Dy ie fey — 


No sir. 


Q. And the net result, therefore, is that the 
effective rate payable on petroleum products today on 
100 pounds for fifty miles out of Calgary is 12 cents? 

A. For those who sre signatories to the agreed charge; 
for those who are not signatories to the agreed charge 
the rate is just the same as out of Regina, Winnipeg, 
Brandon or Saskatoon, 

Q. Well, I mean, Mr. Jefferson, the agreed charge 
rate out of Calgary, out of Onterio or out of Quebec is 
a charge that you would defend as being a just and 
reasonable charge? 

A, Yes sir, to meet the competition and with the 
perties who ere signatories to the agreed charge. 

Q. Well now, I come back to this, that the charge 
out of Calgary under the agreed charge is 12 cents, out 
of Ontario 94 cents, out of Quebec 10 cents, and out of 
Regina 26 cents? 


A. Yes sir. 
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Q. That is right? 

A.. Yes sir. 

Q. And the justification for the 12 cents and 
the 93 cents and the 10 cents is the fact that you get 
either sll or a substantial quantity of the traffic? 

A. That is right. Are we through with the agreed 
charge? 

Q. We are through with it as fer as that is con- 
cerned. 

A. I just want to say this, that the railways have 
always expressed their willingness to make an agreed 
charge out of Regina, Winnipeg, Brandon or Saskatoon with 
anyone who wanted to make an agreed charge with us to 
meet the competition with which we have to contend, but 
we cannot make an agreed charge if no one will make one 
with us. 

THE CHAIRMAN: Meet what? 

A. Meet the competition with which we have to 
contend; that is, the truck competition, 

MR. MacPHERSON: But, Mr, Jefferson, in Regina, 
and you have mentioned Regine, there are two distributors 
there and two only? 

A. Yes sir. 

@. And there sre 100,000 farmers in the province 
who indulge in mechanized farming end use 2 great deal of 
petroleum products? 

A. That may be. 

Oe Lh oe. so, Le Lb nop? 

A. It may be; I don't know the number, 

Q. And so far as these 100,000 farmers are concerned, 
they have nothing to say as to whether there is an agreed 
cherge or not? It is a question of what you do with the 
two distributors who ere there and the egreement you 


arrive at? 
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A. It would be pretty difficult to make an agree- 
ment with 100,000 formers, 

Q. But I am getting st the factual situation so 
fer as the consumer is concerned. It all depends on 
what, if any, arrangement you make or have with the 
distributors? 

A. The agreement we would make with the distribu- 
tors, The two distributors out of Regina no doubt truck 
a certain amount of their petroleum products and what 
they do not truck they ship by railroad at the railroad 
rates, 

Q. Now, Mr. Jefferson, your Exhibit 159 shows the 
production -- 

A. That is back to grain? 

Q. Yes, I om trying to tie these two up together, 
Exhibit 159 shows the grain crop in the Prairie Provinces 
end shows the increase in wheat, oats, barley, rye and 
flaxseed from 1898 down to 1948? 

A. Yes sir. 

Q. Now, in 1948 there was 363 million bushels of 


wheat produced in the Prairie Provinces? 


Ran lvesoeirs: 

Q. And there was 224 million bushels of oats? 
A Yetnein. 

Q. 142 million bushels of barley? 

A, Xea' sims 

Q. 22 million bushels of rye? 

i Yes. Biv. 

Q. 16 million bushels of flaxseed? 

AY Yeas sid. 

Q. Or a total in 1948 of over 700 million bushels? 
As. That dasrighs, 


Q. In so far as the movement of that crop is con- 


cerned in distance, certainly for export, there is only 
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one means of transportation to get it out of the country? 

A. That is right, 

Q. Rail? 

A. Yes.sir, 

Q. You cannot fly it out; you cannot truck it out 
of the country, and there is no water to get it out of 
the country; you cannot get it out by pipeline; it goes 
out by rail? 

A. The export would all go out by rail, 

Q. So that the railways have a complete monopoly 
in respect of grain that is sent out of the three provinces? 

A. That is right. 

Q@. And you have a complete monopoly. In respect of 
petroleum products, you give on agreed charge which will 
cut your ordinary rate from 26 cents, for instance, at 
Regina, to 93 cents in Ontario for the same distance, for 
the same weight, and it is only because you get there a 
Substantial part and not all? 

Beet eae Sits 

Q. And I am suggesting that when you have a 
monopoly on all the product, thet there is every 
reasonable reason for a very special rate in respect of 
it? 

A. I think there is 

MR, EVANS: Who says that there 1s a monopoly? 

MR. MocPHERSON: I say there is 2 monopoly 
end he says himself there is, 

MR. EVANS: Thereis no evidence here of 3 
monopoly on petroleum products. 

MR. MacPHERSON: I am talking of the handling 
of grain. 


THE CHAIRMAN: I do not understand whet you are 


seying. 
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MR. EVANS: My difficulty is, Mr. MacPherson 
goes from grain to petroleum products and I suggest 
that without knowingly doing so he is trying to confuse 
the witness as to whether he is talking of a monopoly on 
grain or a monopoly on petroleum products, 

THE CHAIRMAN: Why should: that confuse Mr. 
Jefferson? 

MR, EVANS: Because he is putting to him some- 
thing about s monopoly, but he ig talking in the one 
breath on grain end in another breath on petroleum 
products, and it seems to me the record is going to be 
messed up. 

THE CHAIRMAN: Well, that is 911 msde clear 
by the transcript, of course. Do you feel confused, 

Mr. Jefferson, at 311? 

THE WITNESS: I was interpreting whet Mr, 
MacPherson was saying, whether right or wrong, that when 
he spoke of a monopoly on petroleum products, he meant 
@ monopoly on petroleum products only in so far as the 
agreed charges were concerned, but there is no monopoly 
on petroleum products except where the movement is 


covered by the agreed charge. 
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THE CHAIRMAN: Q. You mean there is no monopoly 

in the transportation of those products? 
A, That is right. 

MR. MacPHERSON: My lord, my point is that so 
far as Mr. Jefferson is concerned he is prepared to 
defend the principle of the agreed charge. 

THE CHAIRMAN: That is in general? 

MR, MacPHERSON: In general, yes, my lord. And 
applying that principle we fina that even when they 
haven't a monopoly in respect of the hauling of petroleum 
products we find a spread of between 26 cents and 94 cents. 
I am suggesting that in respect to grain they have an 
absolute and complete monopoly in so far as export is 
concerned. 

THE CHAIRMAN: Does that mean in the first case 
because of competition which they find there, and secondly, 
because there is no competition? 

MR. MAcPHERSON: I think so, my lord; that is 
quite correct, 

THE CHAIRMAN: That is what you show. 

MR. MacPHERSON: That is quite right. In the 
one case, so far as petroleum products are concerned, 
there is this price of 93 cents, as Mr. Jefferson says, 
because of competition, and Mr. Evans echoes it -- he 
agreed it is because of competition. There is no 
competition in connection with wheat, but if the 
principle is right, and the price being low because of 
monopoly, then it is simply a case of agreement as repre- 
sented by the Crows Nest agreement and as confirmed by 
parliament. 

THE CHAIRMAN: Can you say the price is low 


because of a monopoly? The tendency of a monopoly is 


the other way. 
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MR. MacPHERSON: The tendency is, but the fact 
is that the parliament of Canada‘ and the railway 
entered into an agreement back in 1898, at a time when 
there was production of only five million bushels in the 
northwest territory. They entered into that agreement 
which was akin to the agreed charge which we are talking 
about in petroleum products; and, my point is that in 
so far as grain is concerned, while there is no com- 
petition in the matter of transportation out of the country, 
that parliament has decreed that the same principle would 
apply as applies in * respect of petroleum products where 
there is competition. 

THE WITNESS: But, Mr. MacPherson, are you 
suggesting that we should have -- ? 

THE CHAIRMAN: Does not the shipper enter into 
the agreements, agreeing to ship the whole or a part of 
his product? 

MR. MacPHERSON: That is right. 

THE CHAIRMAN: That is the consideration? 

MR. MacPHERSON: That is right. 

THE CHAIRMAN: How can you put the government of 
Canada in that position in this case? 

MR. MacPHERSON: Except in this way, my lord -- 

THE CHAIRMAN: There was nobody else that they 
could ship through. 

MR. MacPHERSON: I know there wasn't, but the 
fact is that they had a monopoly of everything, and that 
they had the long haul. 


2): There was a long haul on this grain, was there 


not, Mr. Jefferson? 


A. We have a long haul to Fort William, if that is 


what you mean. 
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Q. And also to Vancouver? 

Die Yea, that is right. 

Q. There has been the principle of the agreed 
charge -- 

THE CHAIRMAN: Of course there was agreement for 
valuable consideration given by the government on the one 
hand; the agreement was to inure to the benefit of the 
producer or shipper of wheat. Personally, I fail to see 
the analogy between that agreement and the agreement which 
1s made with the shipper of a product who might ship it 
by other means, and a reduced rate is obtained because he 
agrees to ship all by rail. 

MR. MacPHERS®N: Except, my lord, so far as 
the person who pays the freight is concerned. In 
Saskatchewan, for instance, on petroleum products we pay 
26 cents for the movement of 100 pounds fifty miles, 
because there is no agreement; in Ontario it is 93 cents, 
or just about a third, which is paid for the same service, 
and is satisfactory to the railway. 

THE CHAIRMAN: But you see there are other means 
whereby the products might be shipped, both in Saskatchewan 
and in Ontario. 

MR. MacPHERSON: I know there are. 

THE CHAIRMAN: The railway has to compete with 
other transportation. 

MR. MacPHERSON: I know. But in one case they 
entered into these agreements because there was com- 
petition; in the other case, they entered into agreements 
for good consideration, and later in the amendments of 
1925 to the Railway Act, which they now seek to have 
deleted, parliament has told them that the same principle 


must apply. That is my point. 
THE CHAIRMAN: It is a separate and distinct thing, 
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that the agreement that one carrier makes with a shipper 
in order to get a large part of his business, which 
another carrier might get. ... 
| MR. MacPHERSON: JI will argue the analogy in due 
course, my lord. I am simply pointing out now that the 
same principle is involved. In 1947 there was an agree- 
ment which was for good consideration at that time; it 
was based on the same principle, on the basis of monopoly 
that you have in the agreed charge. 

THE CHAIRMAN: I suppese you would say time has 
a great deal to do with them, and these agreed charges 
provided for under the Act are limited in time. 

MR. MacPHERSON: That is right. 

THE WITNESS: Yes, I was going to say they could 
be changed from time to time. 

THE CHAIRMAN: Whereas, the agreement made in 
1897 was forever. 

MR. MacPHERSON: That is correct, in perpetuity. 

MR. EVANS: Before my Priene goes on with his 
cross-examination -- I do not like interrupting cross- 
examination -- I would point out that these questions are 
all put to Mr. Jefferson on the basis that these agreed 
charges are real monopoly rates. There have been no 
such suggestions, because the very fact that there is 
competition indicates that they are not monopoly rates. 

THE CHAIRMAN: That is a matter of argument. 

MR. EVANS: I do not wish to have the record 
confused when the cross-examination goes on. 

Another point, Mr. MacPherson says that the 
farmers around Regina pay 26 cents. There is no evidence 


on the record to show that the farmers around Regina pay 


26 cents. 
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MR. MacPHERSON: When my friend says there isn't 
anything on the record, he is forgetting thatthere was 
evidence given on the hearings throughout the country, 
and he is also forgetting the exhibits that are filed 
and the evidence filed by the provinces, all of which 
will be argued in due course, My friend is coming back 
again as to who pays the freight. 

MR. EVANS: No, I am not talking about that at 
all. 

THE CHAIRMAN: Since the rates are 26 cents, as 
you put it, when any of those products are shipped the 
shipper pays 26 cents. What is the extent of that on the 
price to the farmer? 

THE WITNESS: If shipped by rail. 

THE CHAIRMAN: I am talking about rail. I do 
not know the answer yet, but you can probably tell us later. 

MR. MacPHERSON: I shall. 

MR. EVANS: My point is that the farmers around 
Regina are probably getting it by truck. 

THE CHAIRMAN: That may be so; you can show us 
that later. Are there or are there not any agreed charges 
entered into between the railway and any shipper in Regina? 

MR. MacPHERSON: No, my lord; none on petroleum 
products. 

Q. Is that right, Mr. Jefferson? 

A. No, simply because we haven't been able to get 
an agreement. 

Q. And the only one you would make an agreement with 
would be a distributor? 


4 Yes, - 61k: 


Yes, and one in Moose Jaw. 


A 
Q. And there are two in Regina? 
A 
Q 


And you have had the same difficulty in Moose Jaw? 
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Pes Yee, 81) 

THE CHAIRMAN: Q. Could you go on to tell us 
now whether you are getting the business in Regina and 
Moose Jaw? 

Ki We are getting some business out of Regina and 
Moose Jaw; only the business which the oil companies wish 
to ship by rail, The rest of it moves by tank truck owned 
by the oil producers. 

Q. You do not know what percentage of the business 
you get? 

A. Ne; sir, 2 co nots 

MR. MacPHERSON: Q. Do you know what percentage 
of the trucks are owned by the oil producers? 


A. What percentage? 


Q. You say there are trucks owned by the oil pro- 
ducers? 
A. yes, “slr 


Q. That is, for instance, in Regina, the Imperial 
Oil? 

| yes, sir, 

Q. Do you know whether the Imperial Oi.) owns trucks 
in Regina? 

A. I don't know whether the Imperial O11 uses their 
own trucks out of Regina, or whether they contract with 
some trucker to move their products in tank trueks. 

Q. And do you know whether out of Mosse Jaw the 
B.A. Oil have any trucks of their own? 


A. No, “sir, 

Q. In giving us the history the other day of the 
Crows Nest Pass, you told bia nee in 1922 the rates which 
had been suspended on grain were restored? 


Bs Yes, sir. 
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Q. I suggest to you that if you take the annual 
report for 1922, at paragraph 3, you will find this 
reference to it: I am now quoting from paragraph 3 of 
the Annual Report of 1922, as follows: 

"Beginning with October and in consequence of 
the very bountiful crops in Canada, both East and 
West, and notwithstanding the drastic reduction 
in rates on grain to Fort William under what is 
known as the 'Crows Nest Agreement', the revenues 
improved to such an extent that a decrease in gross 
earnings on September 30th of$11,560,856 was 
reduced during the last three months by$5,214,000. 
The working expenses were, by economical adminis- 
tration, reduced by $8,446,769 during the year. 

In view of the conditions which prevailed during 

the first nine months of the year your Directors 

cannot but regard the results of the operations 

as satisfactory." 

Now that was in 1922, when the rates were restored? 

A. Speaking of gross revenue, I suppose? 

Q. Gross revenue. 

A. Yesne8irs 

Q. But so far as the development in the prairies 
was concerned, and the branch lines, did the restoration 
of the rates interfere with your expansion program on 
branch lines in the prairies? 

Ay I wouldn't say so, no, sir. 

Q. In 1923, the following year, in your annual 
report I find that you asked for authority to construct: 

Leader Southerly Branch 25 miles 

Lomond Extension 10 miles 


Archive-Wymark to Codesa 12 miles 
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From Consul Easterly 37 miles 
Amulet-Dunkirk 25 miles 
Tuffnell-Prince Albert 79 miles 


They are all in the province of Saskatchewan? 

A. That is right. During the 20's there were 
quite a few expansions or rail extensions in the prairie 
provinces, more particularly Saskatchewan. There are 
people in Saskatchewan to-day who think we should build 
some more lines. 

Q. I know that, and probably you will some time 
build more lines in Saskatchewan? 

A. Maybe, but we will have to find some money to 
do it with. 

Q. But in 1922 there was this disaster which was 
going to happen if the rates were restored; they were 
restored, and in 1928, these were the extensions you 
proceeded with, according to the annual report of 1923? 

A. I have no doubt that the process was being pro- 
ceeded with some time before the Crows Nest rates were 
restored . 

Q. Actually, in that year, 1923, the annual report 
of the directors asked for authority to construct these 
lines. Then in 1924 there was an additional request 
for authority to construct in respect of: 
Cutknife-Whitford Lake 55 miles 
Amulet-Dunkirk 20 miles. 

You read that one before. 
That is from Mileage 25 to Mileage 45? 


Yes, sir. 


. 


Be. eee 


And the extension: 


Pashley to Leader Line Junction 33 miles 


Pivot-Fox Valley 25 miles 
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Fife Lake Branch 43 miles 
Rosedale-Bull Pound Creek 39 miles 

A. Rosedale is in Alberta, 

Q. That is in Alberta? 

A. Yes, sir. 

Q. But the other points are all in the province 
of Saskatchewan. Then we come to 1925, That was the 
year that the amendments that you now seek to have 
deleted were passed by parliament; and notwithstanding 
the fact that they were passed in 1925 you asked for 


an additional request, for authority to construct: 


Cutknife-Whitford Lake 20 miles 

Bromhead to Tribune 20 miles 

Cardston to Glenwoodville 29 miles. 
And in 1927 -- 


MR. EVANS: This is cross-examination, Mr. 
MacPherson, ; 

MR. MacPHERSON: Q. Do you disagree with what 
I have asked you in those years? | 

A. I am not disagreeing with it, if you take it 

from the annual reports, but I am not certifying that they 
are “COPrrecu. 

MR. MacPHERSON: If my friend wants to have 
ee 4 6 

MR. EVANS: I was asking my friend whether he 
was on cross-examination or argument. 

THE CHAIRMAN: You are reminding Mr.Jeffersgon 
that these things occurred, but what does that lead to 
in the form of a question? 

MR. MacPHERSON: My lord, it leads to this that 
during the period in 1922... they are asking this 
Board now to recommend that there be deleted part of 


subsection 5 of section 325, and alse ‘subsection 6 of 
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section 325. I am only showing what was carried on by 
the railway after they were put in, in the matter of 
extensions in the provinces that were concerned. 

THE CHAIRMAN: That is independent evidence 
which you are presenting out of the records. 

MR. MacPHERSON: Oyt of the records. 

notwithstanding 

THE CHAIRMAN: You are arguing now that/the 
reimposition -- if I may call +:it such -- of these low 
rates the company went on to build new lines. 

MR. MacPHERSON: That is right. 

THE CHAIRMAN: But how do you make that a 
question to Mr. Jefferson? I think you had better get 
down to the question, 

MR. MacPHERSON: I shall get down to it, but I 
wish to first put in this last one and then proceed to 
the question. 

Q. In 1927, Mr. Jefferson, from the annual report 
there were these extensions for which authority to con- 
struct was requested: 

Willingdon to Edmonton 70 miles. 


That is in Alberta. 


Moose Jaw Southwesterly 37 miles 
Aikins Northerly 20 miles 
Hatton Northwesterly 15 miles 
Pennant southwesterly 24 miles 
Fife Lake Branch 20 miles 
Arhive-Wymark 12 miles 
Univin Westerly 20 miles 
Rosetown Northerly 24 miles 
Gem Colony 3 miles 
Woolford Southeasterly 13 miles 
Cwokshire to Melvina ee miles 


Lacombe to Breton 72 miles. 
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A. Yes; a lot of those stations are in Alberta. 
Qe Some of those are in Alberta? 

A. Lee. 

Q. But most of them are in Saskatchewan. 

THE CHAIRMAN:Q.Mr. Jefferson, is it true that 
most of them are in Saskatchewan? _ 

A. I don't know in the last list he read, but I 
would say in the earlier list they were, 

MR. MacPHERSON: Q. In the last list I read 
there is Moose Jaw, Aikins, Hatton, Pennant, Fife Lake, 
Archive, Rosetown, all in Saskatchewan? 

A. Those are in Saskatchewan, yes, sir. 

Q. Then in Alberta there is Willingdon, Unwin -- 
I think they are in Alberta? 

A. I could not say positively. 

Q. And Gem Colony, Woolford and Lacombe? 

A. YES. 

Q. You were in wwstern Canada during that time as 
freight traffic manager, were you not? 


Ae Yes, sir, assistant freight traffic manager. 
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Q. And you were located in Winnipeg at this 
time? 

A. That ie) right. 

Q. And you have knowledge of the extensions 
that were being carried on in the matter of branch 
lines? 

A. I knew they were being built, yes, sir. 

Q. Does your memory lead you to verify any 
or all of those that I have given you that have been 
built,apart from the annual reports. 

A. I have no doubt but what the list you have 
read as being from the annual report is correct. 

Q. And that they were built? 

Peo WG a (LY: 

Q. Now, Mr. Jefferson, you put in an Exhibit 
167 dealing with price? 

Din Yep. Bi. 

Q. You have that before you? 

he  SeCBy BLT's 

Q. Now, if you look at that exhibit, you 
will see that from 1898 to 1948 there are a great 
number of valleys as well as some peaks, is that 
not right? 

A. That is. riche, 

Q. You see, for instance, in the year 1936 - 37, 
the price went up to over a dollar and a quarter. 

A. Over what? 

Q. Over a dollar and a quarter. 

A. Yes, we are speaking now of both Minneapolis 
and Fort William? 

Q. Yes, I am speaking particularly of Fort 


William. 
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A. I see. You took the exhibit that has the 
prices at the two points superimposed, instead of 
the separate ones? 

Q. They both go up as a matter of fact. Was 
there any particular reason why the price went up 
in 1936? Was it a short crop in Western Canada? 

A. I don't know why the peaks and valleys 
are. there. 

Q. If you look at page 103, your own page in 
the Appendix, you will see in 1936, the crop was 
20e million, © think? 

a. > That des nignt. 

Q. Which was a short crop? 

An. Shab we right. 

Q. Then if you look in the next year, 1937, 
you will see it was shorter still, 156 million? 

A.. That is right. 

Q. And you will see that in the Province of 
Saskatchewan, if you will still look at it, there 
were only 36 million bushels of wheat produced? 

Be WINALO SH 

o. Wns. 

A Yes, sir, that was a drought year. 

Q. That was a drought year? 

A Yes, sir. 

Q. So that while the price went up, the 
farmers had little to sell? 

A. That is true. 

Q. So that in that respect that peak in 1936 - 37 
does not mean very much by way of return to the 


farmer because he had little to sell? 
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A. That is right. He cannot sell what he has 


Q. What he has not got. 

A. No, sir. 

Q. And then once 1938 comes and there is a 
crop again, there is the dip down to less than 75¢? 


A. In 1938 the price dropped both in Canada 


and the United States. 
Q. Both in Canada and the United States? 


Be. Year, rvig 


Q. But we are talking particularly of Canada, 
because it is the people of Canada that we are 
dealing with. 

Ma Yee csi 

Q@. And the price dropped in Canada to a much 
greater extent than it dropped in the United States? 

A. A little more, not an awful lot. 

Well, it dropped 25¢ a bushel more. 
In 1938? 
Yes. 


Well, in 1938 - - 


oe FS © & 6 


No, that is wrong, that would be 1939. 
There is a spread there of 25¢ a bushel, isn't there,- 
or dit is 19387 

A. 1938. There is not much in 1939. There 
would be a spread of about 25¢. 

Q. 25¢ a bushel? 

Bh. Yess wiavs 

Q. Now, if you look at the exhibit that we 
filed this morning, Mr. Jefferson, and take the 


average farm prices as they are given to the right 
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Mr. Jefferson, cr.ex. 


hand side, you will See, starting with 1930, that 
the average farm price was 49¢. In 1931, it was 
38¢. 

A. I don't know where you obtained those 
figures. 

Q. Well, the exhibit that was just put in this 
morning. 

A. Yes, sir, but I don't know the source of 
your figures. 

Q. The source, the D.B.S.: 38¢, 35¢, 49¢, 
61¢, 61¢ . In 1937, as that statement shows, the 
price went up to $1.02, but that again was a year 
when there was nothing to sell, or little to sell. 

A. Is this average farm prices of wheat? 

Q. Average farm prices of wheat. 

An - Yes. 

Q. Taken by D.B.S., and then it dropped to 
59¢, 54¢, 57¢, Old, and 77¢. 

A. I don't know how the D.B.S. got their 
figures on that, Idon't know anything about it. 

Q. You don't know how? 

Bo BOs. SiN. 

Q. If the D.B.S. figures are correct, assuming 
for the purpose of the examination that the figures 
are right - - 

A? Také 937.1. you Milly, 1956 = 37. 

Q. Yes. 

A. The average price at Fort William shown on 
page LOO of our Appendix to Par t I is $1.23. 

Q. Well, there is $1.02, the D.B.S. put it 
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A. Yes, sir. 

Q. So the D.B.S. must be satisfied that the 
farmer pays the freight, for instance. 

A. But the freight rate is not the differenee 
between those two figures. 

Q. Well, we will try to find out just what 
the exact difference is later on. That is the 
figure the D.B.S. gives in any event. 

Aa Veo, SLY: 

Q. If there was an additional freight rate 
imposed for the carriage of grain on a yield of that 
kind, there would be practically nothing for the 
farmer, would there? 

A. I don't know. - - 

Q. 


u 


Well, take in 1932 for instance - - 
MR. EVANS: Let him answer , please, Mr. 
MacPherson. 

THE WITNESS: I don't know, - don't want 
to get into the prices of wheat or the return to the 
farmer, because some other witness is going to handle 
the price question before this Commission. But I 
don't see that if we increase the freight rate on 
grain, that all that increase of freight rate or any 
part of it would come out of the farmer. It may or 
may not; it depends on world conditions. 

MR. MacPHERSON: Q. Your view, is then, 
Mr. Jefferson, that if in 1932 the freight rate had 
been as you suggested, a reasonable rate now would 
be 404% 

A. I did not suggest 40¢. You suggested 40O¢. 


Q. Well, and you agreed. 
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A. I said I did not think it was unreasonable, 
and you suggested 1Og providing the 15% increase 
before the Board was approved. 

Q. Well, I have your record here of yesterday. 
The record will Speak for itself as to what you 
S2id:. Your recommendation would be, as a just and 
reasonable rate, not less than 40¢2 

A. I didn't say that at abl pono, sede 


MR. EVANS: Perhaps you would like this 


record? 
MR. MacPHERSON: Top of page 15620. 
A. 15619 is where you - - 
Q. Yes, but I am putting this one question. 
A. Started your discussion. 
Q. But at the top of page 15620:- 
"Q. Would you say that 40¢ would be 
reasonable? 


Merge, Sits. 
A. Read what was said before that. 
Q. I beg your pardon. 
A Read what it says on 15619. 
Q@. Yes, I will read the whole thing if 
necessary, but I have come down to this point where 


I say "Would you say 40¢ would be reasonable. Yes, 


sin,” 


THE CHAIRMAN: "Yes, sir" is Mr. Jefferson's 


answer" 
MR. MacPHERSON: By Mr. Jefferson, yes:- 
"Q. 4O¢ you say would be reasonable, which 


just means this: in so far as the farmer in that 


area is concerned, he would be paying exactly 
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twice what he is now paying? 

"A. Yes, sir, but he is getting more than 
twice the price for his wheat than he had at 

the time the agreement was made. He is getting 

far more than that." 

nee Tha 1s: wien. 

Q. ‘We shall deal with that too before we are 
finished", but I notice that was your answer yesterday. 
1 ep ea a ee witness has just said te Mr. 

/Mr. MacPherson's suggestion of 40¢ and not his. 
This record amply shows it came from Mr. MacPherson. 

MR. MacPHERSON: Certainly, I suggested 
it, and he agreed. 

MR. EVANS: Then, you raised the question - - 

MR. MacPHERSON: I agreed after I had 
worked this up to 41, and then I asked him:- 

"Q. Would you say that 40¢ would be 

reasonable? | 

evens aa hae 

THE WITNESS: I said that 40¢ would not 
be unreasonable and would be reasonable if the 15% 
increase that you spoke of was granted by the Board, 
and you were taking my page 104 and carrying it 
along one further step. 

Q. Certainly I was. 

A. Yes, sir. 

Q. Iwas reminding you that I had: heard you 
a couple of weeks ago asking for a further 15% 
increase before the Board of Transport Commissioners. 

A. That is right, and you have ta&ken my page 


104 of the Appendix and followed it another step. 
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MR. EVANS: Can we have this record 
Straight. There was no question of our being 
before the Board of Transport Commissioners and 
asking for further 15% increase. This is what 
took place. We were before the Board of Transport 
Commissioners asking for 20% over the ates prior 
to the 8% increase. We said that the formula would 
Show we were entitled to more than that, but our 
application was for 20% over and above the rates 
prior to the 8%, not in addition to the 8%. 

MR. MacPHERSON: Will you answer this 
question, Mr. Jefferson. Did you not file an 
exhibit in the final determination of the 20% Case 
in which you set forth an increase of 23%? 

A; I filed an exhibit befrore the Board of 
Transport Commissioners showing what the yield 
would be on the basis of 1949 revenues if we had, 
or if we obtained, increases of 20% and I think, 
23%, 24% and 25%. I think that is what it shows. 

Q. Could anything be clearer than this? . I 
will read these two questions and the answers you 
gave again:- 

"Q. Would you say that 40¢ would be 

reasonable? 

Det Vesa wel rit 


A. I would like you to start at page 


Q I am coming - I will take the answers. 
A I want you to read what preceded it. 

Q. I have read all that. 
A 


All right. 
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Q. But I am reading these two questions and 
asking you if anything could be more definite than 
this:- 

"Q. Would you say that 40¢ would be 
reasonable? 
Po res, ain. 

A. I told you in answer to your question that 
if we got a 15% increase in freight rates, and you 
carried my table to include the 15% - I said that 
4O¢ would not be unreasonable, and you asked me 
if it would be reasonable, and I said it would 
be reasonable. 

Q. Now, in the next question there is no 
reference to the 15% at all. 

ne BOUL it is all following thee, 

Q. Yes, I know, but we will just take the 
next question and answer. You are an intelligent 


man, Mr. Jefferson:- 


"Q. 40¢ you say would be reasonable, 
which just means this: insofar as the farmer 
in that area is concerned, he would be paying 
exactly twice what he is now paying. 

A. Yes, sir, but he is getting more 
than twice the price for his wheat than he 
had at the time the agreement was made. He 
is getting far more than that." 

A. But you have got to connect that question 
and answer up with what preceded it. 

THE CHAIRMAN: Are you through with that? 

MR. MacPHERSON: Through with that for the 


moment. 


THE CHAIRMAN: Then we will take a few minutes. 


- - - - SHORT RECESS 
(Page 15675 follows) 
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Q. Mr, Jefferson, concluding your references to 
grain, you make certain definite recommendetions. I 
thought I had the page of that -- page 188, at the 
bottom of the poge: 

"If, as ea matter of national policy, the grain 

growing industry should at any time require to be 

subsidized, the subsidy should be paid directly to 
the industry by the Government of Caneds out of 
general tax monies," 

That is your submission? 

Meonles sin, 

Q. From the standpoint of subsidy the Company 
rejects subsidy in any way to the Company itself for any 
purposes? 

A. That is through the railway company? 

Q. Yes. 

é Awe yes sir. 

Q. But it is quite prepared thet the industry 
Should be subsidized? 

A. If the government considers in the national 
policy it should be done? 

Q. Well, it does not agree, the Company does not 
agree with the principle of subsidizing in so far as it 
is concerned itself? 

A. I think we have said that in our Submission, 

Q. That would be 3 wrong influence? 

A. What would be? 

Q. The payment of a subsidy in any sense to the 
Company itself? 

A. A wrong inference? 

Q@, A wrong influence, It would not be the proper 
thing to do according to the concept of the Company? 


A. To pay it. to the railway, no sir. 
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Q. But it would be all right to psy it to the 
industry? 

A. If they considered in their wisdom it should be 
done. 

Q. Have you ony recommendation as to how it should 
be done? 

A. Only what we have said, that it should be paid 
to the industry and not paid to the railway. 

Q. Well, there sare 250,000 grain farmers approxi- 
mately in the Prairie Provinces, Now, does your recom- 
mendation mean that there would be 2a payment individually 
to these farmers in some way? How is it to be done? 

Ay Vihat Lae matter or policy too but if e subsidy 
was paid to the farmer it could be paid to him on what 
he markets just es well as it could be paid to the rail- 
road, if it is considered that e farmer who has wheat 
to market is the one who should have the subsidy. 

Q. Well, do you think there is a distinction to be 
drawn between the farmer who has wheat to sell and the 
farmer who has not wheat to market? Is that what you 
mean? 

A. I am just expressing my own personal view but 
it seems to me the one who needs help is the one who 
has no crop more than the one who hes a crop. 

Q. I am trying to find out what you mean by recom- 
mendation 4. Have you any recommendation in connection 
with it at 311? What does it mean so far as Company 
policy is concerned? 

A. What it means is that if any subsidy is given it 
Should be paid to the producers. That is whet it means, 

Q. Should be paid to the producer? 


A. Yes sir, 


Q@. Do I understand your lsst stetement to mean that 
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it should be paid to him when he does not have a crop? 

A. Well, if the sovernment thinks that that is 
the kind of a Subsidy thet should be given, 

Q. But I am trying to get your recommendation to 
the government, the Company's. They have considered this 
Situation. How would it be peid? 

A. If you pay it to the farmer who has 8 crop it 
could be paid to him on the basis of the grain he markets. 

Q@. And you say that notwithstanding the fact that 
you do not believe in the principle of subsidies at 311? 

A. That is right. 

Q. And you think that so far as the Company is 
concerned, it would be corrupting to pay it to the Company 
at all; it would be wrong. The Company reject that idea? 

A, We rejected it in our Submission. 

Q. It would be quite 311 right with you though if 
it were paid to the farmers? 

A. We would have nothing to say about it, 

Q. But you recommend it? 

Ay  Thet is right. 

Qe While you would not take it yourselves because 
you feel it is wrong in principle -- 

A. If you pay a subsidy to the Railway Company, it 
means a lot of work to the Railway Company to collect 
the subsidy and keep its books and so on, 

Q. And that is your objection to it? 

A, That is one of the objections, yes. 

Q. That is the first time I have heard that ob- 
jection raised, to taking a subsidy. Your objection and 
the Company's objection is to taking a subsidy -- 

MR. EVANS: The Company's objection is stated 


in its Brief. Mr. Jefferson has said it is his personal 


view. 
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I am talking to Mr. Jefferson 


and Mr. Jefferson and I are getting along all right and 


he has told me that the reason is that it would mean 


extra bookkeeping for the Company and extra trouble for 


the Company if s subsidy were paid to them, 


right? 
A. 


It would 


Is that 


be, yes, but we say we should have our 


proper freight rates on grain and if any subsidy should 


be paid to the farmer it should be paid to him direct. 


Q. 
A. 
Q. 


Do you think thet one should be paid? 


TIO a 


Have you 


think that is for us to say. 


given eny consideration to that at all, 


having regard to your experience with farming and grain 


ferming particulorly in Weatern Canada over the years? 


A, 
policy, 
Qe 


That is a government policy; 


Have you any recommendations? 


that is not my 


You are one of 


the large property owners in Canade, the Canadian Pacific 


Railway. 


Have you any recommendstion to make in this 


connection? 


A. 
Q. 
A. 
Q. 


Q. 


With respect to the -- 


Subsidies to the grain farmer? 


No sir, 


I do not care to give any views on it. 


Well, you are speaking for the Company? 


Yes sir. 


And I am asking whether the Company has eny 


views on it that you know of, other than the ones you have 


expressed? 


Pos 
Q. 


With respect to -- 


The method or manner of subsidizing industry, 


@2s8 you have said? 


A. 


Well, 1 


have told you the way we consider it 


should be done if the government thinks a subsidy should 


be paid and it should be psid to the industry or the 
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producer, 

Q. Well, which should it be paid to, the industry 
or the producer? 

A. Well the industry end the producer in the sense 
that I am expressing it. are the same, 

Q. Well, it gets down to the individual producer 
then, that there should be Something paid to? 

A. Yes sir, 

Q@. And would you have it paid so much as bushel 
that he raises or so much in respect of crop failure.-« 
or how would you provide the means? What is your idea 
of subsidizing the industry? 

A. That again is government policy. 

Q. But you sre suggesting it to the government ? 

MR. EVANS: We are not. 

THE CHAIRMAN: Well, is the question one of 
Subsidizing the shipper or the producer; I mean, the man 
in his capacity as a Shipper or a producer? 

MR. MacPHERSON: How would you subsidize him, 
88 a shipper or as 2 producer? 

A. I would say, if any subsidy was necessary, you 
would pey a subsidy as a producer, 

Q. To him es a producer? 

Ae Les Sit. 

Q. You would disregard completely his position as 
a shipper? 

A. Well, he may be both,but in the handling of grain 
you market it through the country elevators. Now, you 

would not pay the country elevator operator a subsidy. 

THE CHAIRMAN: Pardon me e moment, because I 
want to get this clesr,becausg,if there is eny question of 
@ subsidy to the railways,it could only be on what they 
handle, that is on shipments. Then, the railways say:: 
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"No, don't subsidize US; subsidize the farmer" and I 
assume they have him in mind as 9 shipper. Isn't that 
right, Mr. Evans, because if you go beyond that you get 
into a totally different question about tac one should 
do in the case of 3 crop failure sand so on, which has 
nothing to do with this question? 

MR. EVANS: We make no recommendation whatever, 

THE CHAIRMAN: Well, you did say this though, 
that if anybody is to be subsidized then it should be 
the man who brings the wheat along and not the railway 
that carries it. Is that whet you mean? 

MR. EVANS: We say the industry. 

THE CHAIRMAN: Well, the industry -- 

MR. EVANS: We make no recommendation as to how 
the subsidy should be paid or the individuals to whom 
it should be paid or how it should be worked out. All we 
Say is that it should be paid as a transportation subsidy 
if there is to be e subsidy. 

THE CHAIRMAN: I suppose you say this though, 
that whoever ships his grain over your railway should pay 
more to you for carriage on that grain? 

MR, EVANS: Exactly. | 

THE CHAIRMAN: Then the man who has no crop 
is not paying you anything because he has no grain to give 
you? 

MR. EVANS: That may be so. 

THE CHAIRMAN: Now, you say that indirectly you 
ere subsidizing the shipper of grein by giving him rates 
entirely too low? | 

MR. EVANS: Yes. 

THE CHAIRMAN: Then, somebody else suggests: 
"Well, if that is the case should the government subsidize 
the railway?" And you sey "No, if eny subsidy is to 
be paid, the railway do not want it but subsidize the 
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man who has the wheat." But all this, as I have under- 
stood it, is confined to Subsidizing shippers or 

carriers but when we come back into it sna Mr. Jefferson 
directs his answers to the further question of subsidizing 
the men who has no wheat to ship, you ere getting into 
another domain, 

MR. EVANS: My friend Mr, MecPherson is trying 
to get Mr, Jefferson to agree to a recommendation which 
the Brief does not contain. That is my trouble. 

MR. MacPHERSON: Well, I submit it is not my 
trouble. What Mr. Evans end Mr. Jefferson have come 
along with is 9 summary and in thet summary they make a 
Suggestion of subsidization end I am trying to find out -- 

THE CHAIRMAN: Would you just read what they 
say? 

MR. MacPHERSON: They say: 

"If, as a matter of national policy, the grain 

growing industry in Western Canada should at any 

time require to be subsidized, the subsidy should 

be paid directly to the industry by the government 

of Canada out of general tax monies." 

Now, what I em trying to find out from Mr. Jefferson, 
and I presume this is the considered view of the Canadien 
Pacific Railway Company -- 

THE CHAIRMAN: Behind thet is there not a 
consideration? I mean that as we know the grain industry 
in Western Canada is one that is mainly directed to- 
wards exportation and that grain exportation is a matter 
of economic benefit to the whole of Canada and the 
railways, if they seem to me to say anything, say that 
"If you wish to subsidize that exportation, do not desl 
with us; deal with the man who produces it." 

MR. MacPHERSON: That is whet I am trying to 
find out from Mr. Jefferson, if that is what the Company 
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does mean; he is a spokesman for the Compsny. 

THE CHAIRMAN: The Company msy have some larger 
project in view whereby other producers of wheat should 
be subsidized whether he has wheat or not but if you are 
going into that point, if the Compeny is going into thet-- 

MR. MacPHERSON: I am trying to find out from 
Mr. Jefferson just whet he meant by subsidization of the 
farmer. 

COMMISSIONER INNIS: Msy I esk one question to 
clear up a step in the ergument. I am wondering 
whether the Canadian Pacific has indicated in any wey 
the policy they might adopt with regard to changes in 
rates in relation to chenges in prices because I assume 
if the prices were to drop, it is quite clear that you 
could not charge a rigid type of rate or does the 
Canadian Pacific assume that you could? 

MR. EVANS: No, I think this must be the 
position of the Canadian Pacific, We say thet the rates 
Should be based onaljZ commodities on the ordinary 
principles of rate-making but we point out in the process 
that when prices are high the cost of railway operetion 
is high and thet when prices go down, the cost of railway 
operetion goes down and that those fluctuations, while 
not occurring at exactly the same time, nevertheless do 
occur about the same time and in sbout the same direction 
in both cases. 

COMMISSIONER INNIS: Well, have you sny 
proposal or formule by which rates would go up snd down 
in relation to prices? 

MR. EVANS: Oh, no sir. I think it would be 
a negation of 311 the present principles of rate-meking 
that you should say quite regardless of what the volume 


of traffic would be or the reilway operation would be 
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thet your rates should go up automatically when the 
price or value of the commodities being transported goes 
up in velue or say correspondingly when the price of the 
commodities being transported goes down that the rates 
go down, There is plenty of authority for that. You 
cennot go to the Bosord of Transport Commissioners and 
sey: "We think the rates should go up" merely because 
the price of these commodities we are corrying hes gone 
up. We have to show that the cost of transportotion 

has gone up and that our rates require to be increased. 

COMMISSIONER INNIS: But if you hod 2 formula 
for flexible rates which meant a rise in the rates as 
prices went up or a decline in rates es prices went 
down, then it might develop to the point where no subsidy 
would be needed. Now, the problem I think which erises 
from the lack of having a flexible rate is that the prices 
may go down and the rate may go up. 

MR. EVANS: Of course, any scheme like that 
would put o railway not on 2 commerciel basis st all but 
on a basis of speculation on 311 the commodities it 
carries, and I would not think that anybody would be happy 
under those conditions -- certainly the railways would 
not, snd I doubt whether the people who buy and sell goods would 
because we have had price increases of 100 per cent and 
200 per cent in a great many cases, whereas railway 
freight rates have not gone up anything like that and 
I suppose thet might be true in the other direction, If 
you have a complete tie between prices and reilwsy freight 
rates, you would probably have quite oe different scheme 
of railwey operation in this country today and it would 
be certainly a negation of 211 existing principles. 

COMMISSIONER INNIS: But the more rigid the 


rate the more essential it is to consider some kind of 


subsidy? 
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MR. EVANS: Thet might be. We are not here 
taking a dog-in-the-menger sttitude with the western 
farmer. Now, we have not indicated anything of this kind. 
We were not trying to beat the western farmer. I am quite 
sure that my friend would be out through the country 
suggesting that the Censadian Pacific was trying to gouge 
the western farmer. All we sre Saying is that if as a 
matter of national policy the government feels that the 
western farmer needs help, we are not going to object to 
that. That is 5 matter of policy between the government 
and the taxpayer but we ssy: "Subsidize those whom the 
government wants to subsidize, and make it clear whom you 
are paying the subsidy to and that the general taxpayer 


pays it." As long 9s that is done we have nothing to soy. 


(Page 15687 follows) 
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MR. MacPHERSON: Dr.Innis, I was just coming to 

that in the next recommendation, at the top of page 189. 
Q. You say this: 

"5. The price of grain in western Canada has 
more than doubled since the present 'Crows Nest'! 
basis of rail freight rates was established. 

It is sound economics that these rates be per- 

mitted to find their proper level in accordance 

with changed conditions." 

A. 123, 

Q. But as I understood from Mr. Evans, that does 
not mean that there is to be any elasticity in the rates? 

A. Any what? 

Q. The rates are not to be elastic; they seats 
vary with the price? 

A. Not every time there is a price change, no. 

MR. EVANS: That is not what I said at all. 

MR. MacPHERSON: What did you say? 

MR. EVANS: I will be glad to say it again. : 
said that normally with priee rises it will be found that 
the cost of railway operation also rises, not necessarily 
to the same extent or exactly at the same time, but that 
it does not follow that railway rates should go up and 
down exactly as the price of commodities they are carrying 
goes up and down. 

THE CHAIRMAN: That brings us back to this: 
who was it that suggested that the railways be subsidized? 
What form did that suggestion take? 

MR. EVANS: The Canadian Manufacturers Associa- 
tion and the Industrial Traffic League, and it was on this 
very question; they suggested some scheme such as was 


followed in the case of the Maritime Freight Rates Act, 
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might be adapted to fix grain rates and subsidies be paid 
to the railway. I think the suggestion was this, that 
the Board should be able to fix the level of the rates 
on grain, and that there be some formula tte? to the 
Maritime Freight Rates Act principle, presumably the 
difference between the statutory Crows Nest Pass level 
and the rate found by the Board would be paid to the 
railway. 

THE CHAIRMAN: In other words, the railway would 
continue to carry the grain at the Crows Nest level? 

MR. EVANS: The railway would, presumably, as 
far as the shipper was concerned, carry the grain at the 
Crows Nest Pass level, and the railway would qualify for 
Subsidy for the difference between that level and what 
the Board found proper. 

THE CHAIRMAN: But this concerns the actual 
carriage of grain and not the growing of grain. 

MR. MacPHERSON: Yes. I think we could get a 
suggestion from Mr. Jefferson as to the position of the 
company in connection with this particular recommendation. 

THE CHAIRMAN: It seems the railway's answer to 
this suggestion is that they do not want any subsidy; 
they think it tsybod thing; if the grain business has 
to be subsidized, do it another way, by subsidizing the 
grain grower. The railway does not want any formula 
or scheme such as that suggested. 

MR. EVANS: No, we do not. 

MR. MacPHERSON: Q. When you talk about the 
price being doubled, you will notice by this map, Exhibit 
167, that in 1932 the price in Canada was 4 little over 
50 cents, and that it went up to about $1.30 in 1937 -- 
it more than doubled? 


Be Yes. 


12) boas Upp leat irda doa. Bolan seighest pa ' 
- i i m } fl ‘: aS 
, foveal east gaat ewe! yrotudads yy be enone ae ‘paneeot ht 


: re 


Le ode ao Dhaey od. Beitow bteokt ott2 bi imo} ovat ‘ane tas 
ae aay | : a he pie bie tekenteen i. aa 


. t ne A 
t _ ’ AV baat a J We. z ’ * ’ ae *) | x a 
bigvow' yewhtes ary .ebtow weddougl fAMATARD aE SANT 7 
tae j 1 i rp a I 75 
iy i ata bf ; 4 Ph NW hi has 
{ es ' Rb oa Ae ioe ees oe oP xe s an «, [ * ‘ ; 5 
| ToONGL Seah werd sd? da aters. ant STEAD, OF SNATIROD.. ») 
ES es Ny ; , Ly A 
{ ! ; a4 lee da y 
Sh ROM Sota whbiew yew hen ant : eH AVE | 6h ¥, MF pt Ved a 
~ ~y es , ‘ 
OAR TS OROt we eee so | EES Deo y new yoqolde ot as et 
At ry a aul Rt ts 
mol yitteup Givow yawlien omy Bas .lével essa Ja ie | euler | 
AE Ohi Nabe } , ; ° ~ / . es mat | fi ddl ik , ri ; 
Ht Taw Bao Loved teat aetwded giimdet tip odd “ot ybiedive® 
eegong Beste? orectodg ° 
LSS OR Oh Boeoofoa Bhat au <WAMAL ARO. Head 7 
"a is 
4 


% Na | Mis ne wre =, FS oe ol ov a 7" 
ee Rte LO Ba nae EOE a Goi ) IFO aoe diets 6 vyastetren i 


, stu ly oes 
f 79% DINGS. ow smedy F say ote Mant oa AM 
’ : | 
tn a 7 (abe & OR bb of s " _ Ais ie re an Pon , ; 
whS 20 MNOittaeq oft of. an toAyed tet) io mor? so 7R9gRes | 
a a 4 Sarre Wah 
(MOL? SOROTMOOS. Site tres slat odd coke SOMA MP yogMos 
: ’ , \ r 
ate oC ae uy Ree oe FD pethit al an * aete “eo ere 
279 SRG  & PME LAR Sls faeetod GER AS Li WEE Ty, AHY ey o 
Bi ae nS 4 ‘ 7 ee nl ay d 
CMA GAS COS Tem gon ob redd. ded? ak ao bbe 9gg08 elit 
= ‘ : : 4 & y : j 
: é ie , - ie 
oo 2aeelere gears ace ts lads OsG\etoF2 Mobt weeks 
t 
cee Stee Kon ge f meki vec “chi wpa eds 7 z as a 
So GesSlocedne ve «caw abitone d2 ob , bos thbedua sed of 
i e . 
ot Pree > ; 
ie * ay wwe "gas pa eee mc Ye, uf of F? - A 
Viet Ok Vs Sea Fam aeob wewllay ett -T3uO%R ofatva. ~~ 
‘ J 


«DOT Bo nase desk? G&S Hoerg SMITE 2O ss 
Ast a Le ROR oR) OR  PBIMAWR Cy 
A 4) py 


a >: ~~ 4-7 * « PY a, . or VA : LECH y ’ : i : 
S GPCR: ALedt a coe vB SVR a Sh er fe ah 


en me | siebs: “dc eobtod Lfte SY: pDerkekinand isp eet song 
| teem SHIRE 8 nay siete asl ole dns ‘est seen ot ‘Heats coe 
7+ SCRH ah Re sion ~ bis is, eh sowe base : 


ae i tf nihiifs i 


- 15689 - Mr.Jefferson, cr-ex 


Q. And although prices more than doubled there 
was no crop in Saskatchewan for instance to sell in 1937? 

A. That may be; that is not a railway ud 

Q. No, but it is sound economics that the rates 
be permitted to find their own level in accordance with 
changed conditions, and the price of grain in western 
Canada has more than doubled since the Crows Nest rate 
was established? 

A. Yes. We are comparing the price in 1898 with 
to-day. 

Q. But so far as the price in 1898 was concerned, 
the price in 1938, was lower than the price in 1898? 

D3 That may be. I think you will find some periods 
where, for a very short period, the prices were lower than 
they were in 1898, 

Q. Now, Mr. jefferson, as I understand it, your 
attitude is that the Crows Nest rates are, as I think you 
put it, unfair to the shipper and unfair to the public? 

A. Unfair to the shipper of other goods. 

Q. And it is on that basis that you are urging 
particularly your claim for the deletion of the one 
subsection and the amendment of the other? 

A. That is one reason, because we need more money 
to meet expenses, and there are considerable classes of 
traffic that do not pay any share of the additional 
burden. 

Q. That is to say you feel some solicitude for 
the shipper of other goods? 

Ka I think that is only proper. 

ae And that is the position you take? 

A. Yes. 

Q. In asking for the deletion of one subsection and 


the partial deletion of the other subsection in section 325? 
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oe You see, Mr, MacPherson, I don't know how the 
West can expect to have equalization in rates and still 
have low grain rates. The western provinces are asking 
that all freight rates between the East and West be 
equalized, Now, how can you equalize rates if you don't 
equalize all of the rates? 

Q. That will come up in argument in due course. 

At the moment we are talking about the Crows Nest rates? 

A. XeS, HLT, 

Q. And you are placing your reason for their 
abolition on the ground that it is unfair to the shipper 
of other goods? 

A. That is one of them, We do not feel we are 
getting a proper remuneration for the carriage of grain. 

Q. Just to carry that one step further, in the 
matter of taxation Mr. Evans said they were big taxpayers 
in Canada. Actually, by agreement and by statute the 
railways are exempt, or seek to be exempt, from taxation 
in certain parts of the country; do they not? 

A. think we pay income tax all over the country. 

Q. Take in the province of Saskatchewan, the taxes 
on the branch lines? 

A. That may be property tax. 

Q. Pardon? 

A. That is not income tax. 

Q. If you do not pay taxes then the increase of 
taxation falls on other people in the province, does it 


not? The company is at the moment resisting 


taxation on its branch lines in Saskatchewan? 
A. I don't know anything about the company's position 
with respect to property taxation. 


Q. Have you any knowledge of the situation in the 


city of Winnipeg? 
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A. I understand that we do not pay taxes in 
Winnipeg. 
Q. And you understand that the city of 
Winnipeg is trying to force taxation from the railway? 
A. I have general knowledge of it, yes. 
Q. On the ground that other taxpayers, such as 
other shippers -- 

MR. SINCLAIR: No. 

MR. EVANS: No, no; that is not one of the 
grounds taken by the city of Winnipeg. 

MR. MacPHERSON: Q. Is that not the reason, 
that other taxpayers have to pay more because the Canadian 
Pacific does not pay any? 

MR. EVANS: Is this an argument with a traffic 
witness? IL have to opject to 10; I will be glad to 
give the Commission any information we have on these cases, 
but Mr. Jefferson is not qualified to deal with legal 


questions which have nothing to do with traffic. 


(Page 15693 follows) 
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MR. MacPHERSON: I am thinking more of 


consistency on the part of the company. 


MR. EVANS: You should not ask this witness 
about it, 


MR. MacPHERSON: We will argue any difficulties. 
I won't press it with Mr, Jefferson, then. 

THE CHAIRMAN: We have proceeded from the 
beginning along the line that the person before us == 
if there was some other witness who was better 


qualified to deal with a question, then we would just 


stand the present witness aside and let the other 


witness come forward. 

It does strike me, however, that you are 
arguing certain things, Mr. MacPherson. 

MR. MacPHERSON: I can put it in argument, 

THE CHAIRMAN: You can tell us all about 
it evidentially, 

MR. MacPHERSON: I asked him particularly 
about the City of Winnipeg, 

THE CHAIRMAN: It would. not take you long 
to put that in evidence? 

MR, MacPHERSON: No, no, 

THE CHAIRMAN: Then you can proceed to argue 
whatever you like. 

MR, MecPHERSON: It will be argued about 
the same time before the Supreme Court of Canada, in 
any event. 

THE CHAIRMAN: I think we can save time by 
accepting the witness in the capacity in which he has 
been called, 

MR, MacPHERSON: I was simply following up 
the argument made by Mr. Jefferson himself, that the 
strong argument for the abolition of the Crow's Nest 
rates was due to concern for the shippers of other 


goods. 
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THE CHAIRMAN: Due to the concern for the 
Shippers of other goods? 
MR. MacPHERSON: Yes, 


THE CHAIRMAN: Who are being called upon to 
pay in excess, 


MR. MacPHERSON: Who are being called upon to 
pay in excess; and I was asking these other questions to 


indicate consistency so far as the company was concerned, 


in the matter of taxation, 
Now, there is one other reference I want to 
make. It is a reference to @n annual report and I want 


to read this into the record, Probably Mr. Jefferson 
has not particular knowledge of it. It is the annual 


report for 1932, and this is the portion -- 
THE CHAIRMAN: What is the page? 


MR. MacPHERSON: It is page 8. And the 
heading is "Dividends". 


"With the greatest regret, your directors must 
announce that the general situation, and the result 


of the year's operation, preclude the possibility 
of any further distribution for the year 1932 to 
either Preference or Ordinary Stockholders. The 
excellent wheat crop, the fourth largest in ten 
years gave promise of an important increase in 
gross earnings, but the decline in the market which 
commenced early in October and continued to the 

end of the year, interrupted its movement, with 

the result that such traffic was only slightly 
better than in the corresponding period of 1931, 


With this decline in the basic industry of the 


} 


country disappeared also the hope which had been 
entarteined of an increase of general traffic, 


Your directors can only continue to exhort 


patience until the turn of the tide." 
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MR. MacPHERSON: Q. Now, Mr. Jefferson, in 
the matter of subsidy, the company does not like the 
idea of a subsidy. You have told us that? 

A. Yes, 
Q. But there was a subsidy of $11,000 per mile 


paid in respect to the building of the Crow's Nest line; 
and that was a subsidy? 


A, That is right. 

Q. Was the land -- and by the way, have you got 
the particulars as to what land was obtained from the 
Province of British Columbia? 

A. No, sir; I have not that information today. 

MR. SINCLAIR: We are working that information 
up, and we will have it available as soon as we can. 

MR. MecPHERSON: Thank you, Mr. Sinclair. 

MR. MacPHERSON: Q. Now, if there was land 
obtained, was that an additional subsidy? 

A. If there was land? 

Q. Does the company, if land.was obtained in 
respect of the constructiion of the road, does it regard 
it as an additional subsidy, additional to the cash 
subsidy? 

A. I do not know. I am not familiar with subsidies 
that are granted for the building of railways. 

Q. I beg your pardon? 

A. I said: I do not know. I am not familiar with 
subsidies that are granted for the building of railways. 

Q@. You do not know anyching about it, and you do 
not know as yet about the land which the company 
obtained or the coal lands? 
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Q. Now, actually, at the time the company con- 


structed the Crow's Nest Reilway, it had no interest 
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in the Consolidated Smelters? 


A. I do not know how one antedates the other. 
Q. I beg your pardon? 


A. I do not know how one antedates the other, 


MR, SINCLAIR: My lord, I know Mr, MacPherson 
would like to have the facts right; but the Augustus 
Heinze interests, which were the forerunners of the 


Smelters, were connected with the Columbia and Western 


Railway, and that railway ran from the Columbia River 
westward; that is, a considerable distance west of 
Nelson, which was the western terminus of the railway 
contemplated by the Crow's Nest Pass agreement; and 
that railway, and the development of the mining areas 
of British Columbia, and the Canadian Pacific's interest 
in it antedated the Crow's Nest Pass agreement. 

I think it is correct to say that 1897 was 
the year that we did, as I recollect it -- I am 
checking these facts -- we did acquire an interest in 
the Augustite Heinze Columbia Western Railway, and its 
interests in some smelter at Trail, but it is away 


west of Nelson. There is another railway in between 


Nelson and the Columbia and Western. That was the 


Columbia and Kootenay. 


THE CHAIRMAN: You say there is or there was 


another railway? 


MR. SINCLAIR: There is another railway which 
was chartered to build between Nelson and the east bank 
of the Columbia River. That was the Columbia and 


Kootenay. But these are facts which we are checking 


and we will be glad to supply this factual data to 
the Commission and to Mr, MacPherson. 


THE CHAIRMAN: Are you going into the range 
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of benefits which the company received? 

MR. MacPHERSON: That is right. That is my 
position. I want to deal with smelters. I want to deal 
with the position, the factual position; and if there 
are any additional facts which the company can give, 
well. and ‘good. But it will be my contention that, so 
far as the company is concerned, it was part, -- and I 
will argue so -- that it was part of the whole venture, 
of the Crow's Nest venture; and I want to put on the 
record, and I have prepared, and I want to read into 
the record a statement as to the investment of the 
Canadian Pacific in this company and as to the return, 
And if the statement is incorrect, then it can be 
corrected by my friends. 

THE CHAIRMAN: You are giving notice of that 
now, notice of the material which you intend to produce, 
I am just wondering whether Mr. Jefferson is the witness 
to deal with it. 

MR. MacPHERSON: He is the witness who was 
called and who has given evidence on the history and 
the historical aspects of the Canadian Pacific. 

THE CHAIRMAN: Was he called for that purpose? 

MR. EVANS: He was called as a traffic witness, 
and he read it. 

MR. MacPHERSON: Well, he read it. 

THE CHAIRMAN: If there is any more expeditious 
way which you can suggest, Mr, Evans, to have this 
material put in and with the company's comment on it, 
you might tell us what it is. But at the time, we 
have Mr. Jefferson here, 

MR. EVANS: Neither Mr. Jefferson nor any 
other of the present officers of the company could give 


this history as well as it could be got from the 


akg 


etic 
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statutes and the books. There are a lot of statutes 
to which we would be glad to give the Commission a 
reference; and there are the annual reports of the 
company. My friend has got the annual reports, and he 
has access to the statutes, and he can build up any 
sort of historical case he likes. 

Our witnesses are not historians. They do 
not know all of this material which is set forth. 

Mr. Jefferson should not even touch it. 

THE CHAIRMAN: I am wondering if there are 
not matters which Mr. Jefferson can deal with more 
advantageously and which other counsel may wish to 
examine upon. If we keep Mr. Jefferson here as a 
mouthpiece of the history, then we are keeping other 
counsel from cross-examining him. 

MR. MacPHERSON: Mr. Jefferson has been 
called as a witness by the company, and he has given 
evidence on the history of the Crow's Nest Pass 
development. He has not referred to the Consolidated 
Smelters in that evidence. I know that he is not the 
auditor or the accountant of the company in any way. 

MR. EVANS: Or the historian. 

MR. MacPHERSON: "Or the historian". My 
friend is the historian. But I would like, and I want 
to deal with this and < am not going to take any time 
of the witness. But I want to read into the record 
now a statement, and I shall furnish my friends with 
a copy of it, If it is incorrect -- this is as to 
investment returns and present value, 

MR, EVANS: Why read it into the record. 
Why does not my friend give it to us? 

MR. MacPHERSON: Very well, I will Zive it 


to you. There is a copy right there. 
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The statement, a copy of which I have given to 
my friends, shows: 
"Investment of C.P.R. as at 31 December, 1948 
to be 1,682,500 shares, par value $5.00, - - 
$8, 412,500.00 
Total capital stock outstanding of the 
company is 3,276,329 shares -- " 
THE CHAIRMAN: What company is this? 
MR. MacPHERSON: Consolidated Mining and 
Smelting Company of Canada, Limited, Mr. Chairman. 
"4— 3,276,329 shares, or a total of $16,381,645.00" 
MR, EVANS: I would like my friend to tie up 
this point. I cannot see what our investment in Smelters 
has got to do with the matters before this Commission, 
I have no desire to keep out material which is relevant, 
but I do think my friend should indicate in what way he 
thinks this information about Consolidated Mining and 
Smelting Company of Canada, Limited, is relevant to this 
inquiry. 
THE CHAIRMAN: Perhaps as being tied to this 


agreement of 1897. Are you stating that? 


MR, MacPHERSON: I am urging that it is part 
of the whole venture of 1897. 

THE CHAIRMAN: The 1897 agreement; and again, 
it was money received, and it ought to be taken into PD 
consideration when you apply for an increase in freight 
rates, and so on. So I think it is well to hear all 
that might be said on both sides of the question, And 
Mr. MacPherson is proceeding to give his information. 
But I cannot see that Mr. Jefferson is the man to be 
kept in the box while this is going on. 

MR. MacPHERSON: It will only take three 


minutes to put it in, and then I will go on cross- 
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examining him. I do not see how we can exclude it, 

MR. EVANS: We will check this information, 
and after we have checked it it can be filed as an 
exhibit for what it is worth, under some reservation, 
perhaps, as to relevancy. But I do not think we should 
have it on the record until it has been checked, And 
when it is checked, we will tell Mr. MacPherson that it 
can go in 8s &n exhibit. 

MR, MacPHERSON: Well, I choose to put it in 
8s an exhibit right now. 

THE CHAIRMAN: What is it based upon? 

MR. MacPHERSON: It is based upon the Canadian 
Pacific annual reports and on the balance sheets of 
the Consolidated Mining and Smelting Company of Canada, 
Limited, 

THE CHAIRMAN: And you are going to read an 
extract? 

MR. MacPHERSON: No, a summary. 

THE CHAIRMAN: Your own summary? 

mMR. MacPHERSON: As to what is disclosed by 
these reports. 

THE CHAIRMAN: Go on; and then if Mr. Evans 
thinks there are any inaccuracies in it, they can be 
put down as corrections. Go on, 

MR. MacPHERSCN: 

"Percentage held by C.P.R. 51 .35% 


Book value of investment on C.P.R, 
pooks $17,046,561 .00" 


Now, that is shown by exhibit 354 filed in the 30 per 
cent case as a return of the Canadian Pacific. 


"Book value of investment on CPR books 
per share . i304 


Book value of Cons>zlidated Smelter 
stock (31 December, 1947) 
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= T5Tul » 
Capital $16, 381,645, 
EFarned 
Surplus 59,951,528. 
Premium on shares 
issued 7,585,245. 
Or a total 
of $83,918, 418. 


Or a value per 
share of $ 25.61 


There is held by the Canadian Pacific 
1,682,500 shares with a published 
value of $25.61, or a total of $43,088, 825,00" 

The market value of the stock on the 31st of 
December, 1939, according to Exhibit 354 in the 30 per 
cent case, was $47.74, or $80,339,000. 

According to the same exhibit, on the 3lst of 
December, 1946, the market value was $87 per share, or 
$146,377,000, 

On February 10, 1950 -- and the particular 
authority for this is the Montreal Gazette, the per 
share market value was $99.50, ae held value of 
$167, 408,750. 

THE CHAIRMAN: What was the last figure? 

MR, MacPHERSON: That was the market value 
on February 10, 1950, $167,408,750, 

"SUMMA RY 

Carrying value on C.P.R. books, 
$17,046,561, - or $10.13 per share, 
Book value on Smelters! books, 
$43,088,825, - at $25,61 per share. 
Market value, February 10, 1950, 

$167,408,750. <- or $99.50 per share." 

As to dividends received by the Canadian 
Pacific from Consolidated Mining and Smelting Company 


of Cenada Limited, they were: 
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"DIVIDENDS RECEIVED BY C.P.R. 
ee LVL) BY 0.P oR. 


Amount 
Fa 


$1009, 500 


2187 ,250 
3365, 000 
5888, 750 
4206,250 


3365, 000 
afonyoes 
4206,250 
4206,250 
4206,250 


4206,250 
4206,250 
7150, 625 


13460, 000 
18507, 500 


Per Share 


$ 0.60 
1.30 
2.00 
3.50 
2.50 


2.00 
2s 
BH 
250 
2 250 


2.50 
eink 
4.25 
8.00 
11.00 


Yiead on 
Carrying Velue of 
CPR Investment 

90D 

5.9% 

Le . 8% 

19.7% 

34.5% 


2h 7% 


19.7% 
22 ,2% 
24 7h 
24.7% 
24.7% 


24.7% 
24.7% 
41.9% 
79 .0% 
108 6% 


Source = C.P.R. Annual Reports “ 


Consolidated Smelters Balance Sheet." 


THE CHAIRMAN: 


this afternoon. 


We shall adjourn now until 


-~--At 1 p.m. the Commission adjourned until 2.45 p.m, 
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Fridsy, Feb. 17, 1950 


AFTERNOON SESSION 
CE. JEFFERSON-RECALLED 


CROSS-EXAMINATION BY MR. MACPHERSON (CONT 'D ) 


Q. iI think I heave finished, my lord, dealing with 
the question of Crow's Nest rates. There sre one or two 
other matters I wanted to ask Mr. Jefferson about thet are 
net covered by cross-exemination probably by other pro- 
vineial counsel, Yesterday, Mr. Jefferson, you read from 
peges 135, 136 snd 137 of Part II. That was dealing with 
the bridge srea north of Lake Superior? 

he Les sir, 

Q. Now, in that table on page 136 you give the 
number of tons per mile. Now, for the provinces of Manitoba, 
Saskatchewan and Alberta do you figure in there 311 the 
branch lines of the railway that are in these three ee 
Viuces ? 

A, Yes sir, all the originating Sorneeey 

Q. But in these three provinces 311 branch lines 
ere included in arriving sat that tonnage per mile? 

Py eo» Gul’ s 

Q. Whereas between Sudbury and Port Arthur there sare 
no branch lines at all -- all main lines? 

A. All main line, I think, except perhaps e few 
Miles. 

Q. And between Sudbury and Winnipeg? 

Ru. Yeo, 

Q. What about the Soo branch? 

A. The Soo branch is not included, 
Q The Soo branch is not included? 
A. No sir. 
Q 


Thst is not shown in the tonnage here st all? 
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A. No sir, 

Q. Now, in respect of these figures, I supposé you 
cannot give me figures as to tonnage which terminates in 
these various sreas? 

A. I haven't it here; they are figures that are 
available, 

Q. But you have not thet information here? 

A. No. I would like to say thst in preparing the 
figures on page 136 that we did not include the tonnege 
on grain products originating at Keewatin because we did 
not think it wos fair to do so because it was milling-in- 
transit traffic. 

Q. That is the flour? 

A. Yes, they were not included either as ter- 
minating if we included terminating tonnage because it 
takes a balance of a through rate. 

Q. So far as the Port Arthur, Fort Williem and 
west Fort William items are concerned would much of that 
be trans-shipment from steamships? 

A. No, through business is included 3s far as 
West Fort William, Fort William and Port Arthur are 
eoncerned either between the east and west by rail or 
between the east and west boat lines. 

Q. Now, would thst include coal, agricultural 
implements and all that sort of thing? 

A. It would include coal that came up the lakes 
and unloaded from a boat onto the docks and was then 
shipped--perheps in the wintertime. 

Q. And there is quite a quantity of that? 

RS “Mees ceir, 

Q@. And likewise there are large quantities of 
agricultural implements thst come up particularly from 
the United States end that are warehoused there? 


A. No sir, not from the United States. 
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Q. Well, from the east? 

A. Any binder twine that comes up to Fort 
William from the Plymouth Cordage Company is all 
lake and rail traffic, but if it went into the 
warehouse at Fort William and was reshipped at 
another date, when it was reshipped it would be 
included in that tonnage. Yes, sir, that is right. 

Q. It would be included in that tonnage? 

a. Yes, that “is richb. 

Q. Now, have you a breakdown of the one 
million three hundred and eight thousand tons 
between Sudbury and Port Arthur and the classifica- 
tions these are in? 

A. By commodities, no, sir. 

Q. A breakdown to what effect then? What 
sort of breakdown have you of the 1,308,000? 

AY? Only ae to<stations; thatiuie aibes 

Q. Then, I would like to have them as to 
stations? 

A. Between Sudbury and Winnipeg? 

Q. Between Sudbury and Port Arthur first. 

A. There are a lot of them here. 

Q. The main ones I want; I don't want all 
the little ones. Nipigon, I suppose, would be 
one? 

A. Well, Nipigon not very much. Going east 
from Fort William I won't give you any, we will say, 
under ten thousand tons. Red Rock; that is Nipigon 
perhaps in your thought, because Red Rock is where 


the mill is. It is the next station to Winnipeg. 


Red Rock is 35,459 tons. 
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Q. When was that mill established? 

A. The Red Rock milll was established some 
time ago. 

Q. And it was closed for a number of years? 

A. That is right. 

Q. When did it reopen? 

A. I cannot give you the date it was reopened 
but I would say it was reopened before 1948. 

Q. And the fact is that that mill had been 
operated for a comparatively short period of time, 
closed, and was closed for quite a long time? 

A. o¥es, eir,.but LI have no idea.of it closing 
now. I think it is going to continue operation. 

Q. Well, we will hope so. 

A. I am going to give you this next one here, 
Terrace Bay, 7075 tons. Now, Terrace Bay would 
be a lot more in 1949 or 1950 because Terrace Bay 
was not completed to ship pulp until the latter 
part of 1948. Terrace Bay in 1949 or 1950 would 
be more comparable with Marathon and Marathon in 


1948 which I will give you next was 102,595 tons. 
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Q. These ere both new developments? 

A. That is right, 

Q. Both started in 1948, or was Marathon about 
1947? 

A. Marathon started Shipping outbound I would say 
30, L087 % 

Q. And Terrace Bay started when? 

A. 1948, 

Q. Is there lake shipping out in connection with 
these projects? 

A. Not from Terrace Bay, no. 

Q. From Marathon? 

A. From Marathon there is a small movement out- 
bound by water, I think in 1948 -~ I do not have the 
information here and I do not want to guess at it -- 
they had a few boatloads of pulpwood from Marathon. 

Q. What is next to Terrace Bay coming east? 

A, The next of any importance is Marathon; and the 
next one east of Marathon is White River, 20,061 
tons? 

Q. That is a divisional point? 

A. Yes sir. 

Q. What does that mostly consist of, pulp? 

A. I would think White River would consist lorgely 
of lumber. 

Q. Lumber? 

A. I would think so, lumber or pulpwood. 

Q. And the next? 

A. The next one is Dalton, 9,909 tons; that would 
be lumber and pulpwood. 

Q. That is about half-way between White River and 
Chapleau, is it? 
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Q. What is the next? 

A. The next of importance would be Chapleau, 
11,959 tons. 

Q. Lumber again? 

A. Lumber and pulpwood. The next one is Nemegos, 
56,402 tons. 

Q. What is that? 

A. That would be lumber and pulpwood. 

Q. Is thet a new development? There is a new 
mill there? 

A. I think Nemegos is -- I won't say it is entirely 
new, but the Kalamazoo Parahment Company at Espanols get 
a lot of their wood from the territory between Chapleau 
and Cartier. 

Q. And the next? 

A. The next one east of Nemegos is Sulten, 68,394 
tons. 

Q. Is that lumber again? 

A. Lumber and pulpwood. The next one is Rombey. 
L5y50L tong. 

Q. Lumber and pulpwood again? 

Ay G8 Gir, | 

Q. And the next? 

A. The next one is Leveck, 949,204 tons. 

Q. What is that? 

A. Thset is ore going to the International Nickel 
Compeny. 

Q. And that is very close to Sudbury? 

A. Yes, 3 few miles. 

Q. With a very short haul to Sudbury? 

A. That is right, maybe twenty odd miles. 

Q. That is 949,000 tons? 
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- That is 949,000 tons of the 1,308,000 tons? 
That is right. 


- Which is more than two-thirds of the tot3l1? 


he Oh: ae 


. Thet is rights; but you must bear in mind with 
2 lot of this tonnage I have given you that you get snother 
haul on the product from the place where it is processed? 

Q. But that doesn't enter into the ergument that was 
made in the Saskatchewan brief. How for is thet haul to 
Sudbury, for the 949,000 tons? 

A. What do you meen by the Saskstchewan brief? 

Q. The Seskatchewan brief you sre answering about 
the bridge. ge what went from Sudbury east? 

A. Yes, What I am pointing out is that it sll adds 
grist to the mill; end if you haul pulp to the mill at 
Espanola, or haul ore to the mill at Copper Cliff, you get 
another haul and more revenue, 

Q. Of the 1,308,000 tons, 948,000 tons was ore hauled 
how far? 

A. Roughly, I would say, esbout twenty to twenty-five 
miles, 

Q. Now between West Fort William and Winnipeg 
there is 850,000? 

A. Yes sir, 

-Q. What is the breakdown of the major items, Mr. 
Jefferson? 

A. There again I will give you those nearly 10,000 
end over, The first one west of Fort William is Raith, 
43,314 tons, 

Q. Is that pulpwood? 

A. Pulpwood and lumber, The next one is Upsala, 
32,696 tons. 

Q. Lumber and pulpwood again? 


A. Yes sir; I would think mainly pulpwood, The 
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next one is Mertin, 72,845 tons. The next one is 
Ignece, 12,716 tons, 

Q. That is mostly pulpwood? 

av YOR Bin, A122 these Yoon giving you now are 
either pulpwood or lumber, mainly, Wabigoon, 11,897 
tons; Dryden, 57,507 tons. 

Q. Dryden would be what? 

A. Principally paper and pulp; not pulpwood, but 
paper and wood pulp. The next one is Eagle River, 9,078 
tons, 

Q. Pulpwood sgsin? 

A. Yes sir. Vermilion Bay, 166,433 tons, 

Q. What is that? 

A. That would be pulpwood and lumber. The next 
one is Kenora, 115,192 tons, 

Q. And whet is that? 

A. That would be newsprint paper and wood pulp. 

Q. I suppose that would be going west to Winnipeg? 

A, Either to Western Canada or to the United States, 

Q. Is the movement mostly west or east from Kenora? 

A. From Kenora mostly west; that is from either 
west to points in Canade or west through Emmerson to the 
United States. The next is Keewatin, 4,313 tons. 

Q. That does not take in any flour at all? 

her iNoi Then we Nave Oakbank in Manitoba, 13,868 
tons; that would be ft@ @rain, Then Beausejour, 51,514 
tons. 

Q@. That would be grain? 

A. Yes, 817, 

Q. Then Tyndall, 7,526 tons; that would be grain or 
stone from the Tyndall quarries. Then BirdsHill, 214,807 
tons; that would be grain and crushed stone and gravel from 


the pits at Birds Hill. 


Q. So far as the grain is concerned, the movement Gt 
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that grain would be to Fort William? 

A. Yes, sir, 

Q. I think it is also a fact, is it not, that there 
has been a definite falling off in the movement of pulp 
during the past year? 

key No, air, 

Q. Not as far as the Canadian Pacific is concerned ? 

A. I mean in so far as Terrace Bay and Marathon, and 
Dryden and Kenora are concerned; the Shipments have held 
up very well. 

Q. What about that other points, have they held up 
as well? 

A. At other points? 

Q. At the other points you hadmentioned, for pulpwood. 

A. I don't know about this district. I would think 
that the pulpwood movements from the points between Sudbury 
and Fort William to Kenora maintained in 1949 their 1948 
Level. I mean, there hasn't been any reduction in the 
production of pulpwood in these mills ° iat either Espanola 
or Marathon or Terrace Bay. 

Q. Having come over that road a great many times, I 
could not understand where the 1,308,000 tons came from 
between Fort William and Sudbury. I can understand it now 
with 948,000 tons from 20 miles out. 

A. Yes, sir, that is right. 

Q. Now. Mr. Jefferson, just a word in connection with 
competitive rates. When the 21% increase became effective, 
that was imposed very generally, wasn't it on competitive 
rates? °? 

A. Yes. 

Q. The 8% increase has not been so generally applied 


to competitive rates? 


A. No. That was because after the 21% increase in 
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April of 1948 we again increased competitive rates 15% 

in September, 1948. And after September, 1948, we analyzed 
a lot of the remaining competitive rates and further in- 
creased those rates. 

Q. As a matter of fact, you have decreased some rates 
too, have you not? 

A. Very few. 

Q. There was a tariff -- and this is one point I 
want to ask you about specifically -- it is supplementary 
87, C.P.R., E 1351(a) between Toronto and Windsor? 

A. What on? 

Q. Commodities. I have a page here starting with 
(a) to (c), 68 items where there were reductions. 

A. I don't know what they are. 

Q. I will name some of them: Cotton bags, ale, and 
beer barrels.<.s.. 

A. All from Toronto to Windsor? 

Q. Yes, between Toronto and Windsor. 

A. Not to my knowledge. | 

Q. You have no knowledge of that? 

A; No. What is the number of that tariff? 

Q. This tariff, I understand, became effective February 
ee 3.950 3 

A. You are talking about the pickup and delivery 
tariff now? 

Q. You call it the pickup and delivery tariff? 

Ak Le8 3 

Q. Have there been substantial reductions, or any re- 
duction? 

A. No, sir. What happened to that tariff is this 
The pickup and delivery rates in this tariff E 1351(a) 
is they were increased 21% effective the 8th of April, 


1948. They were iacreased 15% on the 15th of Septembep, 
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1948; they were not increased 8 per cent in October, 1949. 
On the lst of February, 1950, we cancelled the special 
classifieation in this pick-up and delivery tariff, where 
the commodities were grouped in columns 1, 2, 3 and 4. 

Now in those commodity groups were articles in group 3 

that may have been classified first class or second class; 
more second than first. In group 4 we had commodities that 
were classified second class and third class, reducing 

the classification one class. Some of the commodities we 
did not reduce the classification at all, but we show 

the group in here with, if I may say, a modified classifica- 
tion, to the extent that the earlier classification of 

the commodity had a different rate, or the manner inwhich 
the goods were packed. In this classification the com- 
modities took one group rate. Now, on the ist of February, 
1950, we We heed aso Mad classification and applied the 
regular classification to the group rates. 

Q@. Did that result in . 

A. Iam coming to that in a minute now. We also 
wiped out the 15 per cent increase in September, 1948, and 
applied the 8 per cent in addition to the 21 per cent. 

Now, in doing so,many, many commodities had the rates 
increased on the lst of February, 1950. You will find 
some commodities -- I suppose someone has given you a 
list where the actual rates between Montreal and Windsor 
may have been reduced. 

Q@. No, between Toronto and Windsor. 

A. Toronto and Windsor, may have been reduced; but 
in the main the rates were increased. 

Q. Do the increases outweigh the reductions? 

A. Far outweigh the reductions. 

Q. There were many items which were reduced, but 


many more were increased? 
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A. Yes. There were no items where the classification 
was reduced, but where group rates in this tariff were 
the same rating as the classification, and in eliminating 
the 15 per cent in September, 1949, and applying the 
8 per eent to the 21 per cent, it naturally made reductions 
on a few items involved in this category. 

Q. Would you say that was a few items? 

A. A few items, yes; particularly a few items when 
you consider the volume of traffic, 


Q. I think that is all, thank you, Mr. Jefferson. 


CROSS -EXAMINATION BY MR. SHEPARD: 


MR. SHEPARD: Mr. Chairman, I might say first 
that I have asked my friend Mr. Evans whether an ecenomic 
witness will be appearing for the C.P.R., and he has 
advised me that there will be one. The questions that I 
have in mind asking Mr. Jefferson may in part have a 
small economic flavour, but I have attempted, or will 
attempt, to ask him only questions in his capacity as a 
traffic expert, and that is my intentien. 

Q. I would ask you, Mr. Jefferson, first te turn 


to page 36 of Part I of the Canadian Pacific submission, 
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Q. In introducing your direct examination, my friend 
Mr. Carson read into the record the text of paragrephs 
33 and 34 from the Canadian Pacific Reilweys outlined 
Submission and there were just 2 few rather general 
questions that I wanted to put to you with reference to 
those two paragraphs, 

THE CHAIRMAN: Now, what is the page ogain? 

MR. SHEPARD: Page 36, sir, of Part I. Para- 
graph 33 expressed a belief of the Consdian Pacific Roil- 
way that the present system of esteblishing and controlling 
the freight rates tends to produce transportation cherges 
which encourage the development of Canada along sound 
economic lines. I just wanted to ask you whether, in 
your opinion, you would say that if the freight rate 
structure that has developed had not developed along the 
lines that it has developed, do you think that Canada's 
economic development would heve been retarded? Do you 
think the freight rate structure was the instrument or 
thet we would have developed as we heave anyway? 

A. I would not say that freight rates should take 
the credit for sll the development of Ceneda but I would 
say that freight rates have been of great importance in 
developing Canada, 

Q. But I take it from your answer thatt you would 
agree that perheps some other freight rate sttructure 
might have dene just 2s good e job in the genemx3l pic- 
ture as the one that now exists? 

A. Well, it may be, but I think in a lot of .re- 
spects they would heve had to have done the same as’, We 
did to sccomplish the same result. 

THE CHAIRMAN: Pardon me, I want to make 
sure we are on common ground. That paragraph 33 seems 


to me to refer to the present system of establishing and 
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controlling. 

MR. SHEPARD: Well, it does refer though, sir, 
oa tne last. Vine v6 ‘the freight rate structure. It is 
referring to the system but it goes on to say -- "-- ond 
compensate for geographic disedvantages as far as it 
would be safe to endeavour to accomplish this by means 
of the freight rate structure". 

THE CHAIRMAN: I suppose that mesns that the 
System euthorizes the employment of the freight rate 
structure in order to remove geographic and other dis- 
advantages as far as it can reasonably be expected to go, 
Is that it? 

MR. SHEPARD: I take it that that is the 
Cenadian Pacific Railway Submission and I just wanted to 
attempt to clarify it. 

COMMISSIONER INNIS: This includes the Crow's 
Nest Pass rates? 

MR. SHEPARD: Yes, it would, I presume, because 
it is prt of the freight rate structure, 

THE CHAIRMAN: I think what governs there is 
the system, "Consdion Pacific believe that the present 
system of establishing and controlling freight rates." 

I would imagine offhand that means a system wherein 
freight rates are established and controlled by the Board. 

MR. EVANS: If there should be any doubt about 
it, I hasten to assure you thet that is exactly what 
it does mean. 

MR. SHEPARD: I think it just es well to 
have that clarified because the present system certainly 
Goes include the Crow's Nest Pass grsin rates. 

THE CHAIRMAN: It does. It is not entirely 
the Board because in the case of these perticulser rates 


it is a stetute. You did not mean to say that? 
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MR. EVANS: No sir, whet I am saying is just 
what your lordship says. Whet is obviously intended is 
the system of fixing freight rotes under the Bosrd of 
Trensport Commissioners. I should think that no one 
could read that brief snd think that we were supporting 
the system of fixing rates by statute. 

MR. SHEPARD: I an inclined to agree with Mr. 
Evans on thet. Then, psregraph 34, Mr. Tetferson, deals 
in a very broad way with the development of trode east 
and west and refers to the results that might have flowed 
if there was today economic union between Canada sand 
the United States with reference to the level of freight 
rates we might have to pay in this country. I just wented 
to discuss that briefly with you. 

THE CHAIRMAN: Whst value do you give there to 
economic union? 

MR. SHEPARD: Well, I just wanted to bring out 
one point with reference tothat, Mr. Chairman. It is 
the general line that has been developed in other briefs, 
The Canadian Pacific Railway‘*s view has been expressed, 

I think, on meny occasions that if there were economic 
union, we would be paying higher freight rates than we 
are today. 

THE CHAIRMAN: That is, if there were no teriff 
barriers or quotas or impediments between the flow of 
grain end so on between the two countries. The Canedian 
Pacific Railway Compeny seys what -- thet freight rates 
would be higher than they are in Canada todey? 

MR. SHEPARD: Higher, I believe it was. 

MR. EVANS: Higher, not lower, is the way I 
believe it was put. 

MR. SHEPARD: And I wanted to ask Mr. Jefferson 
whether there is really any value in discussing that 


possibility because the facts ere that today trade does 
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flow east and west. There is the barrier there. The trade 
has developed in that chennel, 

THE WITNESS: Well, I think people have the 
wrong conception of the east and west and north and south 
movement of traffic, Now, the Cansdian Pacific inter- 
changes a lot of traffic with the United States railrosds 
end I will just deal with western Canada. 

We have interchanges with the United States 
railroads with Emmerson, Gretna, Portal, Coutts, Kingsgate 
end Huntingdon, B.C., and I would just like to give you 
some figures. In the year 1948 the southbound movement 
of traffic from Western Canada to the United States which 
the Conadian Pacific delivered to those connections at 
the junction points I mentioned amounted to 59,568 cars 
and during that same year, 1948, the Canadian Pacific 
delivered to its eastern line at the head of the lakes 
for movement east 81,890 cars, Westbound we received from 
our connections sat the international boundary points in 
Western Canade thet I mentioned in 1948, 38,067 cars -- 

MR. EVANS: Did you say westbound or northbound? 

A. Northbound, you could cell it, but it is west. 

THE CHAIRMAN: That is, coming into Canada? 

A. From the United States to Canade 38,067 cars 
end from Eostern Ccnada the eastern lines delivered to 
the Western lines in the same year 54,419 cars. Now, it 
is true the interchange between the esst and the west 
was more than the north and the south but the north and 
south movement was a very sharp percentage of the total, 

MR. SHEPARD: Now, I am saying that that is 
the situation today? 

A. Yes sir’. 

Q. But if the tariff barriers had not been erected 


in the first place -- 
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A. The rail barriers? 

Q. No, customs tariff barriers. The chances ere 
that there would have been an even greater north-south 
movement of traffic? 

A. That might be, yes sir, 

Q. So that there is not really any edvantage in 
Saying that if there was no tariff barrier today, if it 
was suddenly removed, we will pey higher rates up here? 
It is 9 pattern thet would require years to develop? 

A. I am saying from a freight traffic point of 
view that the traffic could move today if the rates sre 
not too high. 

Q@. Yes, there is no question about that, but the 
comparison United States-Cenade to simply make the 
Statement that if Canadian customs barriers did not exist 
we would pay higher freight rates in this country, it 
does not necesssrily follow because the whole pattern of 
trade would be different from what it is and it might 
have an impact on conditions both in Cenada and the United 
States? 

A. Maybe we are talking about two different sub- 
jects. I am talking about Western Canoda and United 
States compared with Western Cenada end Eastern Canada. 
In my evidence I ssid in one place, if that is what you 
had in mind, that if there was not a railway from Sudbury 
to Winnipeg and 211 the traffic from Eastern Canada to 
Western Canada went through the United States, what I 
said was thet the rates through Eastern Cansda and the 
United States would be higher than they are todey through 
Canada. 

Q. Iwas talking about psragreph 34 at the moment 
but let us pursue your line of evidence, Mr, Jefferson. 
You are assuming thet you have the present Canadian 


economy end you take out the railwey north of the Great 
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Lakes so that all traffic goes through the United States? 

A. Yes sir, 

Q. Now, my point is this, that if thet in fact had 
been the development, the whole economic pattern as it 
progressed over the years would have been so different 
that you could not say today what the freight rates would 
be in Western Caneda? 

A. I don't know how the economics that you mention 
would be affected because if the tariff between Canada 
and the United States today was whet it is today, I 
don't see how that would affect it. 

Q. But I am removing both the railway and the 
tariff? 

A. Well, if you are removing both, but still the 
freight rates would be higher from the east to the west. 

Q. Would not it depend upon the way the west 
developed as a result of no tariff and no railway north 
of the Great Lakes? 

A. You mean there would not be so much traffic from 
the east to the west? 

Q. Well, nobody knows, 

A. I agree with that. If there was a free tariff 
between Caneda and the United States, there might be more 
traffic between Western Canada and the United States 
than there is today. 

Q. And the whole of the west may have developed in 
an entirely different way if things had not turned out 
as they did? 

A. The west might have developed so fast that there 
might have been more traffic moving from the east to the 
west than there is today. 

Q. My whole suggestion is that you are in the realm 


of conjecture when you say "take out the railways or take 
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out the tariffs." The fact is they ere both there? 

A. There is no conjecture so for as freight rates 
are concerned, 

Q. I think we will let it go at that because we 
have had a very thorough discussion on it. Now, there 
is one other brief subject on the question of economic 
union. 

THE CHAIRMAN: Before we come to that, you are 
dealing with paragraph 34? 

MR. SHEPARD: Yes sir. 

THE CHAIRMAN: The Canadian Pacific Reilway 
says there: "The impression prevoils in many quarters --". 
Now, where are those "many quarters"? Who are those 
thet make that assertion? Are you one of them? 

MR. SHEPARD: I am certainly not one who would 
deny that the freight rate level is lower than the 
American. I do not know who those people are, 

MR. EVANS: There have been 3s large number 
of representations made here that rother suggest that 
beceuse of the way Canads has developed and because of 
the way the railways were built, because of the tariff 
policy there has been a forcing of traffic into the east 
and west channels and thet in some way the people of 
Canada have been put at a disadvantage in respect of 
transportation charges. That has been made quite clear 
by a very large number of people and I think the first 
persen who mentioned 4t was Professor Stewart when he 
gave evidence at Edmonton. There have been a large number 
of other witnesses who have slso expressed that view. 

THE CHAIRMAN: Well, does that view assume that 
if the products of Western Canada hed gone right straight 
through to begin with into the United States, say, as far 


as Minneapolis and then east to the export point, the 
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west would be better off today than it is now? 

MR. EVANS: Well, I should not be in the 
position of stating the case for these people, 

THE CHAIRMAN: But you were telling us what 
Professor Stewart said, 

MR. EVANS: Well, he put it this way, I think. 
I asked him about this question. I want to be fair to 
him but I think he put it this way, thet they had paid 
a very great deal to remain Canadien, for the privilege 
of remaining Canedisan, 

THE CHAIRMAN: But that is a different point. 
Didn't he mean this, that we had disregarded our desire 
to remain Cenadian and had just thought of becoming 
something else and running our railroads north and south 
our markets would be not eastern America or in Europe 
but there in the Middle West in Minneapolis and St. Paul 
and in Chicsgo? 

MR. EVANS: That is exactly whet I have in 
mind end I think what he had in mind. 

THE CHAIRMAN: But you say there sre those 
who say: "In order to remain Canadiens we accept the 
situation of building the Canadian Pacific Railway 
across the north shore of the Great Lakes into Eastern 
Caneda and not only selling thot way but buying our 
products in Eostern Canada, implements and so on, 
insteod of buying them at this nearer locality in the 
Middle West United States." So you are entering into 
a much bigger subject than merely comparing American 
rates east and west with Cansedian ones. 

MR. EVANS: Our position is simply this; we 
have two positions on thst question of the east and west 
so-called ribbon provided by this narrow geographical 


section of Canede between the east end the west. One 
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is, thet by and large the traffic moves east and west 
whether it moves through the United States or not, the 
important troffic end, second, thet if we were en 
economic union with the United States, the trend of their 
railway rates and costs would have been felt more greatly 
in Conada than it now hes and that we would have gone 
along with them and had higher railway rates rather than 
that they should have lower retes, 

THE CHAIRMAN: Still provided our markets 
remain the same as they ere today in the east and in 
Europe? 

MR. EVANS: Well, it may be so. 

THE CHAIRMAN: That is whet it means, I think. 

MR. EVANS: If our market had been found in 
the United States, I think our position would still be 
that the eastern market ultimately is the big market for 
the western products and that the eastern producer of 
manufactured goods finds his market very largely in the 
western United States and would find it in Western Canada 
ana that by and large the movement of the volume of 
traffic would be in the same direction and that the rates 
would be higher. 

THE CHAIRMAN: Well, is there much point now 
in speculating on what might have been? 

MR. SHEPARD: No sir, that was my point in 
bringing it up. There is not really any use speculating 
on it now because the development of trade has fixed 


3 pattern which is going to be followed in the future. 
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THE CHAIRMAN: It seems to me that the 
case is now this, that the products of Western 
Canada destined for exportation go along these 
Canadian routes. 

MR. SHEPARD: Exactly. 

THE CHAIRMAN: And then, Mr. Evans, I 
Suppose, would say that if they went further south 
and then east along the American routes,they would 
be moreexpensive and not less expensive. That is 
Deuce, Lo. 1b. NOt? 

MR. SHEPARD: True under today's condi- 
tions, but I say that does not prove anything, 
because the pattern is fixed and there is no 


" because 


point in saying "Give us the American rate 
you have already developed a pattern which makes 
ay less expensive up here, 

THE CHAIRMAN: But then you say that 
that argument which consists in comparing American 
rates to Canadian rates and saying the American 
rates are higher, does not stand in the way of 
your case, the case you present. 

MR. SHEPARD: Exactly, sir. 

THE CHAIRMAN: Isn't that right? 

MR. SHEPARD: Yes. 

THE CHAIRMAN: Tell me succinctly what is 
your case? 

MR. SHEPARD: With reference to this 
matter? 

THE CHAIRMAN: On the whole matter, yes. 

MR. SHEPARD: We have no submission to 
make, because the only reason I asked any questions 


on this at all was that I thought it implied that a 
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change today would result in an increase in freight 
rates in Canada, and it didn't seem to me that there 
is any practical value to that indication because 
the change would never be made with the pattern set 
as it now is. 

THE CHAIRMAN: Now taking it that way, that 
if you had to use the American means of transport 
to get your products east and out of the hemisphere, 
it would be more expensive because freight rates 
are higher. 

MR. SHEPARD: Yes. 

THE CHAIRMAN: Notwithstanding that what 
do you say? 

MR. SHEPARD: We accept the situation as 
it is today, in Canada. We recognize the development 
resulting from the tariff barriers in the building 
of the C.P.R., and whatever economic or geographic 
disadvantages have resulted from that we are 
prepared to accept, but we don't want to have 
discrimination, either in favour of our area or 
against our area, or in favour of another area of 
Canada or against that other area. 

THE CHAIRMAN: Well, as I remember your 
case when presented, in Manitoba I mean, you say 
there is still this discrimination? 

MR. SHEPARD: Yes. 

THE CHAIRMAN: But not as much as there 
used to be? 

MR. SHEPARD: That is correct. 

THE CHAIRMAN: In favour of Eastern 


Canada as against the West? 
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MR. SHEPARD: That is on the general level 
of rates. 
THE CHAIRMAN: That is your case generally? 
MR. SHEPARD: Yes, sir. 
MR. EVANS: All I can say in reply to 
that is that if all provincial counsel would take 
this position, a good deal of this paragraph need 
not have been put into the Brief. In other words, 
if the cap does not fit we don't expect them to 
wear it. 
MR. SHEPARD: Then I can take the cap 
off I guess. Then, Mr. Jefferson, I wanted to 
refer first of all to a short statement on page 
48 of Part I which in turn refers to the Appendix, 
pages 54 -55 of the Appendix. I will just read the 
sentence from page 48 at the top of the page:- 
"A comparison of many freight rates in 
Canada which move large volumes of traffic, 
with freight rates in the United States on 
Similar movements, will demonstrate the lower 
level of rates applicable to Canadian shippers". 
Then you refer to the Appendix pages 54 - 55, and 
those two pages include a number of comparisons, 
and there are many other pages in the Appendix on 
Similar U.S. - Canadian comparisons. I just wanted 
to discuss with you for a few minutes the question 
of those United States - Canadian comparisons. I 
think I should start perhaps by saying that I think 
it is obvious to all of us that the . rate levels 
in the United States are higher than the rate levels 


in Canada. I presume you would agree with that. 
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A... That is generally so, yes, sir: 

Q. And would you also agree, Mr. Jefferson, 
that rate levels in themselves cannot be properly 
compared unless the costs in the two countries are 
also compared. In other words, putting one American 
rate up against another Canadian sate does not 
prove anything, except that one is higher than the 
other or lower than the other. 

A. No, but these exhibits show that the rates 
are so much higher for the United States movements 
than for the Canadian movements, and it is because 
the United States railroads have had so many 
increases so much quicker than have the Canadian 
railways, and our costs have gone up - I won't say 
entirely with the United States railroads, but they 
have gone up much faster than we have had increases 
in-rreignt rates. 

Q. Well, would you agree with me, Mr. Jefferson, 
that to make a meaningful comparison of railway opera- 
tions in Canada with those in the States, it 
would be necessary not only to compare rate levels 
put the ingredients of costs and expenses incurred 
by the railways in operating in the two countries. 

A. We know we cannot compare the costs for 
all these movements in the United States. 

Q. That was not my question. 

A. Well, what is your question? 

Q. My question is, to make a meaningful 
comparison of railway operations in the States 
with those in Canada, it would be necessary not 
only to compare rate levels in the two countries 


but also to compare the costs of operations in the 
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two countries. 

A. These statements are only to compare the 
patterns of rates in the two countries. 

Q. I appreciate that. 

A. Sure. 

Q. Would you agree with me that if you were 
to compare costs, you would have to look at a large 
number of factors? 

A. Oh, yes. I am not going to go into costs 
of the American railroads because I can't do it. 

Q@. IT am not either. I am just going to 
mention some of the factors that occur to me, and 
see whether you would agree that those factors 
would have to be considered in order to make a full 
comparison. 

A. But I would make the general statement 
that the costs in the United States are not so much 
more than the costs in Canada that they would 
justify the rates in the United States being so 
much higher than they are in Canada. 

Q. Well, I appreciate that is your opinion. 
in fact: it think Wt is already on the record. 

Hat < Yeo, PLE. 

Q. But to get back to the factors that have 
occurred to me, cost factors, that would have to be 
considered,-would you agree, for instance, that 
terminal costs would be higher in the United States 
generally than they are in Canada? 

A. Again I don't know where we are going to get 
by discussing it because I don't know what the 


terminal costs are. You will have points in the 
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United States where their terminal costs are more 
than ours; you will have other points in the United 
States where their terminal costs are less than 
ours, and I could not tell you. 

Q. I appreciate that. I am asking you a 
very general question and I am a layman and you 
the expert, and my idea - - 

A. I am not an expert on costs. 

Q@. No, but where there are large centres of 
population, wouldn't it seem reasonable to you 
that the terminal costs in these large centres 
would be greater than in smaller centres? 

A. New York, Chicago and places like that, 

I would say yes. 

Q@. And Canada has nothing comparable to that? 

Pee SLt 

Q. But you would not go along with my 
suggestion that probably terminal costs in the 
United States would be a greater factor than they 
are in Canada? 

A. Would be a greater factor? 

Q. A greater factor, would be heavier in 
the United States. 

A. Not in relation to our freight rate level, 
I te De 

Q. But I am not asking in relation to our 
freight rate level. What I am driving age eo 
that might be one of the factors which would 
account for the difference in the levels. 

A. One of the factors? Terminal costs 


would be one of the factors which would justify 
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higher rates in the states than in Canada. 

Q. Exactly. 

fe a eB Bi we 

Q. And another factor which might justify 
higher rates in the United States would be a 
higher standard of service. I am not asking you 
to tell me whether they have a higher standard of 
service or not, but if they do have that would be 
another factor? 

A. I would not think SO, because I would not 
think they would have a higher standard of service 
unless they had a higher volume of traffic. 

Q. Which they have. 

A. Quite so, but they have traffic which 
compensates for it. 

Q. But is it not a fact that the American 
railways, for example, on their passenger service 
give a far higher standard of service than we ever 
boast about? 

A. Because they have a higher density of 
passenger service where they have a higher standard 
Dt service . 

Q. Well, I understand that they also have a 
very heavy loss on their passenger service? 

Awe That’ may. be. 

Q. But, would you not agree with me on a more 
or less hypothetical basis, Mr. Jefferson, that the 
standard of service would be a factor in determining 
the level =- - 

A. They have a standard of service to go with 


the volume of traffic. 
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Q. It could go with the volume of traffic or 
it could go with extravagant management for that 
matter, couldn't it? 

A. That may be, but you could not say that all 
railroads in the United States are extravagantly 
managed. 

Q. No, I'm not suggesting that. 

Mente MO, OLY, 

Q. But the standard of service is not automatic- 
ally geared to traffic volume. There is an important 
element in the overall meaning of the phrase 
"standard of service” that is put to the management 
as to what service they are going to provide to 
handle the volume of traffic offered? 

A. Well, I would not think that any railroad 
would have the standard of servise that you are 
speaking of unless it had the traffic to justify it. 

Q. Well, the next factor that I wanted to 
mention, Mr. Jefferson, was that of route cireuity. 
My understanding is that in the United States the 
routes and the multiplicity of railway lines are 
much more circuitous’ than they are in Canada. 
Would you agree with that? 

A. Not in the main, no, sir. If you could 
give me an illustration I may be able to discuss it 
with you. 

Q. I am not enough of an expert to give you one, 


but I have been told there are a good many occasions 


where ¢one line which wants to retain the traffic 


on its own line will haul goods further than the most 


direc.t route between two points. 
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A. We do in Canada too. 

Q. But isn't it so that it is a greater factor 
in the United States than it is in Canada? 

A. Maybe on the greater volume of traffic, yes, 
Sor, Liwilh go that far. 

Q. Yes, and they would have the tendency if 
there is a heavy volume of traffic that is to be 
hauled further than necessary, it would have the 
tendency to increase railway costs in the United 
States? 

A. I would not think it would be of such 
importance that it would affect railway costs in 
the sense that we are discussing it. 

THE CHAIRMAN: Are you quoting cases 
where goods are hauled further than necessary and 
the shipper would have to pay the cost of the 
longer haul? 

MR. SHEPARD: Exactly. 

THE CHAIRMAN: It gets it from the cost? 

MR. SHEPARD: Exactly, he is only entitled 
by law, as I understand it, in the States, to charge 
short haul rates, but he has to maintain a longer 
line and use more fuel to get his goods there. 

THE CHAIRMAN: Therefore the proportion 
between the costs and the rates is different from 
what it would be for the shorter haul? 

MR. SHEPARD: Yes, sir, that was my point. 

Q. Then, Mr. Jefferson, perhaps this moves 
closer to your home territory. I wanted to ask you 
about differences in freight classifications. If you 


pick out a rate with a particular commodity name 
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on it in the States, would it invariably correspond 
to the same thing in Canada in the Canadian freight 
classification? 

A. Not necessarily, no. We have ten classes 
in our classification and in the United States, 
That is,in what we know as the official classifica- 
tion territory east of the Mississippi and north 
of the Ohio and Potomac Rivers they have a classifi- 

Gation with six classes and then what they call 

a couple of rules, Rule 25, and Rule 26. A 

number of commodities would have the same classifica- 
tion rating in both classifications, but a lot 

of them would have different ratings. Some would 

be higher, some would be lower. 

Q. Then to make an effective comparison 
within rate levels you would have to be careful 
that your classifications in the two countries 
were actually comparing like with like. Is that 
correct? 

A. Well, I don't know that you would determine 
rate levels from the use of classification, because 
you have such a large volume of traffic that 
moves at commodity rates. Far.more traffic moves 
at commodity rates than at class rates. I 
could not tell you the percentage but I don't think 
in the United States or in the official classifica- 
tion territory,I don't think 25% of the traffic 


moves at class rates. 
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Q. Perhaps I am not making myself clear. What I 
have in mind is an illustration that the grain classifica- 
tion includes more commodities in the States than it does 
here. Would that be correct? 

A. The grain and grain products classification in 
the United States I dare say includes more commodities 
than the classification in Canada, that is in the commodity 
evel age ie 

Q. Perhaps I was misleading in my question. 

A. Grain and grain products do not move in class 
rates, generally speaking, in either country; they move 
at commodity rates. 

Q. The point I really had in mind is best illustrated, 
perhaps, by a comparison: if you look at a tariff in the 
United States, and pick out the rate for grain and grain 
products, and put it down, and then pick out the rate in 
the Canadian tariff on something similar -- assuming it 
was in the tariff a you would have to analyze the two 
classifications before you could really compare the two 
rates? 

A. All I want to say, Mr. Shepard, is this: 4 
comparison of rates, and a comparison of so-called rate 
levels are two entirely different subjects. You can 
make a comparison of rates on a given commodity between 
any number of points by making a comparison in one country 
for the like distance on the same commodity, and then 
compare it with the rates in Canada. That is 4 compariso~ 
of rates. 

Q. My only point is that you have to make a 
comparison of the exact same commodity? 

A. Quite so. 

Q. And another factor I would suggest that would 


have to be taken into account in any useful comparison 
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- 15741 - Mr. Jefferson, cr-ex 
between the United States and Canada, would be the type 
of terrain or the type of ground over which the railway 
travels, and also the general climatic conditions and 
anything that affects the actual operation of the railway? 

A. Yes. I don't think you will find that -- 

Q. There is no dispute about that? 

A. No, but I don't think you will find anything as 
severe in the United States as in Canada. 

Q. That may be so; I am not trying to say which is 
worse or which is better; all I am trying to do is 
suggest that these factors all have a bearing on the 
cost of operation, 

A. That is true. 

Q. Between the two countries. 

i. 2Y%eo,. sir. 

Qa. And you must consider them? 

Ret LS gh (OTs 

Q. And the question of traffic density, I think 
you would agree, would be a factor? 

oe SSS, SLT. 

@. And the question of the level of labour costs 
would be a factor? 

A. It would be a factor of railway costs? 

Q. Yes. 

Rh. Yes, sir. 

Q@. You are not intending to imply, I presume, 
Mr. Jefferson, by all these comparisons, that the 
Canadian rates should actually be raised to the United 
States levels? 

A. We are not suggesting that in any application 
we have made to the Board. 

@. Any more than you suggest that the labour costs 


should be raised to the United States level? 
A. We would like to get what we have asked for, though. 
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Q. Now, Mr. Jefferson, I wish to put a rather 
hypothetical question to you, and I would like to get the 
benefit of your opinion as a practical railroad executive. 
On page 50 of Part I of the Canadian Pacific submission, 
at the top of the page, -- and nreceding this there has 
been a discussion of transportation. subsidies -- 

A. The Maritime Freight Rates Act? 

Q@. Yes, it is under the general heading of the 
Maritime Freight Rates Act. 

&% Yes, @ir. 

Q. I am not going to deal with that subject, but I 
have just one question to ask you after I have read this 
statement at the top of page 50. It reads: 

‘The further and fatal objection, in the opinion 
of the Canadian Pacific to the principle of trans- 
portation subsidies, is that it can only end in 
vicious competition between various areas, trans- 
ferring transportation costs from those who use 
transportation to the taxpayers at large." 

I want to make it quite clear that Manitoba is not 
advocating subsidies any more than the C.P.R. 18 
advocating them, but I wish to ask you what your opinion 
would be under the following circumstances: supposing 
that the traffic volume on the Canadian Pacific Railway 
dropped substantially sometime in the future. .. I am 
thinking possibly of development of competing forms of 
transport that do not exist today, that would have an 
adverse effect on your general tonnage of traffic 
offered. . . and supposing, at the same time, that you 
had that loss of traffic you had no decrease in general 
levels of expenses. I realize you would have some 
pecause they would vary with the volume of traffic. 


But would your opinion be that the question of subsidy 
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Should still be discarded entirely and not considered by 
the C.P.R. until the point is reached when the C.P.R. 
goes bankrupt? What would you say on that hypothetical 
basis, if you were running behind? Would you say that 
subsidies would have to be considered? 

A. I don't know if I get your question, but if the 
traffic wasn't there to move, a subsidy wouldn't help 
move it. 

Q. No, it wouldn't help move the traffic. 

Be NO sods 

Q. But it might help to keep you from going bankrupt? 

A. You mean Canadian Pacific would get a subsidy? 

Q@. YES. 

A. We have never had any one help us out on our 
ups and downs; we have had to stand by ourselves. 

Q. I appreciate that, but I am putting to you a 
hypothetical situation. If you prefer not to answer, that 
is quite all right, but I wanted to get the benefit of 
your opinion on it. If traffic should drop because of 
competitive changes, and you could not do anything about 
41t -- you had lost the traffic ay and by reason of rising 
costs your expenses did not drop, and as a result you 
were not making a return on your investment and required 
assistance, there would be two alternatives opens one, 
you could pursue your independent course of free enterprise, 
put of course any company that cannot operate on its own 
goes bankrupt; the second alternative is, because the 
Canadian Pacific is essential in the national economy, 
it probably would not be allowed to go bankrupt... 
Have you any view one way or the other on that question? 

A. I don't think that is a question for me to 


answer. 


Q. Now, Mr. Jefferson, on page 56 of Part I -- 
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and you will be glad that I am almost getting to some- 
thing on rates -- paragraph 36, at the bottom of the 
page, reads: 

"Canadian Pacific submits that the principles 

of rate-making at present laid down in the Railway 

Act and in the decisions of the Board of Transport 

Commissioners are sound and in the public interest 

and do not require any substantial amendment." 

Now, that is in a few words quite a statement. I 
appreciate that it is perhaps a matter of argument, but 
I want to ask you if you would care to elaborate on that 
statement by giving your opinion as to the basis of it, 
or make any comment on it? 

A. I would certainly say that I agree with it. 

THE CHAIRMAN: Q. You of course agree with it? 

ALUN CS seOLls 

MR. SHEPARD: Q. Would you care to elaborate on 
why you agree with it, or to express any views? 

A. First of all I would say that the principles of 
rate-making at present laid down in the Railway Act, 
and decisions of the Board as carried out by the railways, 
have stood the test of time, and I think that any change 
would hurt Canada more than it would help Canada. 

Q. They have stood the test of time to the 
satisfaction of everybody but seven provincial governments, 
is that your view, Mr. Jeffersom? 

A. I don't want to appear saucy at all, but I think 
s tot of it. is dmaginarys 

Q. A lot of it is imaginary? 

\® Yes, sir. 

@. But there is nothing imaginary about the long 
haul between Toronto and Winnipeg? 
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Q. Or between central Canada and the Maritimes? 

A. Nothing imaginary about the distance, no, sir. 

Q. Then, Mr. Jefferson, turning to page 57, 
paragraph 37, at the top of the page: 

"It is hardly open to question that the railways 
have now lost the monopolistic position which they 
then occupied." 

That 18 referring to the good old days. I just want to 
get your agreement, and I am sure you will give it to me, 
on the fact that you have not lost your monopolistic 
position with reference to the long hauls and bulk traffic. 
You still have a monopolistic position with reférence to 
long haul and bulk traffic? 

A. Not. entirely, no. I mean to say, look at Canada, 
if you will: look at the bulk traffic that the railways 
lose between the head of the lakes and the Gulf of 
St. Lawrence. That would be No. l. 

Q. By water? 

Be at etips BLt « 

@. You have lost that for a number of years? 

A. Quite so. We have no monopolistic position 
on the traffic. 

Q@. I agree with that. 

A. Between the Pacific coast and Eastern Canada 
we have no monopoly on traffic with boat lines operating 


through the Panama Canal. 


(Page 15745 follows) 
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Q. That is, Mr. Brazier's ship, you meen? 

A. Yes sir, we certainly have no monopoly on that 
traffic. 

Q. No, that is right, 

A. Then we have the truck competition all over the 
country. 

Q. There is no truck competition between the Toronto 
area and the city ot Winnipeg to any extent? 

A. Well, not to any extent but I read in the papers 
and I see photographs of hauling automobiles from Windsor 
to Winnipeg end Regine on these trucks thot carry three 
or four sutomobiles. 

Q. But the trucks are not taking grain or lumber 
from east or west? 

A. No, but there is water and truck competition 
hetween Eastern and Western Conada over the Great Lekes 
and over the Trans-Canada Highway from Fort William west. 

Q. Iam sure, Mr. Jefferson,granting ell those 
qualifications that you have just expressed, that you 
would agree with me that as far as getting the benefit of 
any competition is concerned the long haul treffic does 
not get it? 

A. Quite right, but I think you will agree with me 
too that the railways have not the seme monopolistic 
position as you speak of on freight traffic todey that 
they had, we will say, fifty years eg0e« 

Q. No question about that and that is 211 that 
I wented to bring out here end this statement is not 
any more than you have just said now -- "It is herdly 
open to question thet the railways have now lost --" 
and I would say "any part of the monopolistic position 
which they then occupied"? 

A, Theat is 911 right but it is quite e big part. 
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Q. But thet is s big statement without the "part" 
put in it, Then, in paragraph 38, Mr. Jefferson, the 
short one, the one we have just been looking at, it 
suggests that if there is any change to be made in the 
rate-making system as set forth in the Railway Act, it 
should be in the direction of affording greater flexibility 
and freedom to the railways. Now, I just wondered 
whether you had any views as to what you would recommend 
to get greater flexibility and freedom for the railways 
in rate-making? 

A. Well, I am not really suggesting any greater 
flexibility than we now have except that the railways 
would like to have the opportunity of meeting the com- 
petition of its competitors without having to make agreed 
charges, on published tsriffs. We cannot do as our com- 
petitors do. 

Q. You would prefer whet? 

A. A water carrier handling bulk treffic can make 
a contract without anyone else knowing what the rates 
ere. Trucks can do the same thing in many perts of the 
country and -- I will put it this wey to you, that we 
would not need any greater flexibility end freedom if 
there was the seme stability of retes with ell other 
modes of transportation as there is witnu the railrosds,. 

Q. Perhaps you have two alternatives in mind, Mr. 
Jefferson. One would be that the railways would be 
excused from filing any toriffs dealing with com- 
petitive rates or the other that your competitors be 
compelled to file teriffs. Would either one suit you? 

A. I think it would be better for the c@untry to 
have the other modes of transportation file teriffs end 
be required to live up to them. 

THE CHAIRMAN: Well, Mr. Shepard, we wilt 


adjourn now. (--The Commission adjourned at 4,1Q p.m. 


to meet Mondsy,February 20,1950 at 10.30. 
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